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AGENDA  
 

WORK SESSION OF THE CITY COUNCIL 
 

6:30 P.M. 
 

AND 
 

AGENDA  
 

REGULAR  MEETING OF THE CITY COUNCIL 
 

7:30 P.M. 
 

SEPTEMBER 23, 2008 
 

TOWN HALL 
 

5300 BELT LINE ROAD 
 
 

 
 

WORK SESSION 
 

 
 
Item #WS1 - Discussion of the Cities Aggregation Power Project’s Long Term Purchase 

Power Agreement. 
 
 
 
 
 
 

    
 
 
 
 
 
 
Post Office Box 9010 Addison, Texas 75001-9010   5300 Belt Line Road   

(972) 450-7000   Fax: (972) 450-7043 
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REGULAR SESSION 

 
 

 
Item #R1 - Consideration of Old Business. 
 
 
Item #R2 - Consent Agenda. 
 
 
#2a - Approval of the Minutes for: 
 
 September 9, 2008, Regular City Council Meeting and Work Session. 
  
 
Item #R3 - Presentation of an Award to the Town of Addison from US Pan Asian 

Chamber of Commerce. 
 
 
Item #R4 - Discussion and consideration of approval of an agreement with 

Shakespeare Dallas regarding the presentation of Shakespeare in the 
Park. 
 
Attachments: 
 

1. Council Agenda Item Overview 
2. Contract 

 
Administrative Recommendation: 
 

Administration recommends approval. 
 

 
Item #R5 - Presentation of and discussion regarding the Town’s Quarterly Financial 

Report for the period ending June 2008. 
 

 Attachment: 
 

1. Quarterly Financial Report 
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Item #R6 - PUBLIC HEARING, discussion, and consideration of approval of an 

ordinance approving a negotiated resolution between the Atmos Cities 
Steering Committee (of which the Town of Addison is a member) and 
Atmos Energy Corporation, Mid-Tex Division, regarding Atmos Mid-Tex’s 
rate review mechanism filing in cities exercising original jurisdiction, 
adopting tariffs that reflect rate adjustments, and finding the rates to be set 
by the attached tariffs to be just and reasonable. 

 
Attachments: 
 

1. Council Agenda Item Overview 
2. Ordinance 

 
Administrative Recommendation: 
 

Administration recommends approval. 
 
 
Item #R7 - Discussion and consideration of approval of the Town’s Fiscal Year 2008 - 

2009 investment policy. 
 

Attachments: 
 

1. Council Agenda Item Overview 
2. Investment Policy 
 
Administrative Recommendation: 
 

Administration recommends approval. 
 
 
Item #R8 -  Discussion and consideration of approval of a resolution adopting the Town 

of Addison Investment Strategy for Fiscal Year 2008-2009. 
 
  Attachments: 

 
1. Council Agenda Item Overview 
2. Exhibit A 
 
Administrative Recommendation: 
 

Administration recommends approval. 
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Item #R9 - Discussion and consideration of approval of an Investment Advisory 

Service Contract. 
 

Attachments: 
 

1. Council Agenda Item Overview 
2. First Southwest Asset Management, Inc., Proposal  
3. Estrada-Hinojosa Proposal  
4. The PFM Group, Proposal 

 
Administrative Recommendation: 
 

Administration recommends approval. 
 
 
Item #R10 - Discussion and consideration of an exception to Chapter 62, Signs, Article 

IV, Section 62-138, Holiday decorations, for The Village on the Parkway 
located at 5100 Belt Line Road, such decoration to be placed on the 
exterior of Suite 1000, Bed Bath & Beyond Store. 
 
Attachments: 
   
1.       Staff Report 
2.  Application 
3.  Plat w/picture 
 
Administrative Recommendation: 
  
Administration recommends denial. 
 

   
Item #R11 - Discussion and consideration of approval of an ordinance amending 

Subsection 105.5 of and adding Subsection 105.5.1 to the International 
Building Code, 2006 Edition, and an ordinance amending Subsection 
R105.5 of and adding Subsection R105.5.1 to the International Residential 
Code, 2006 Edition, relating to building permits, the expiration thereof, a 
time period for completion of construction, and obtaining a new permit and 
payment therefore. 

 
Attachments: 

   
1.       Lynn Chandler Memorandum 
2.  Ordinance-105.5 
3.  Ordinance-R105.5 
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Administrative Recommendation: 
  
Administration recommends approval.  
 

 
Item #R12 - Discussion and consideration of approval of an ordinance amending the 

2006 editions of the International Fire Code and the International Building 
Code regarding fire sprinkler requirements. 

 
Attachments: 

 
1.       Council Agenda Item Overview 
2.       Ordinance 
 
Administrative Recommendation: 
  
Administration recommends approval. 
 

 
Item #R13 - Discussion and consideration of approval of a professional services 

agreement with Grantham and Associates, Inc., in an amount not to 
exceed $75,000 for professional design review services on miscellaneous 
projects. 

 
Attachments: 
 

1. Council Agenda Item Overview 
 
Administrative Recommendation: 
 

Administration recommends approval. 
   

 
Item #R14 - Discussion and consideration of acceptance of a fifteen foot (15’) water line 

easement from the North Texas Tollway Authority. 
 

Attachment: 
 

1. Council Agenda Item Overview 
 

Administrative Recommendation: 
 

Administration recommends approval. 
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Item #R15 - Discussion of the 2008 Addison Athletic Club Member survey. 
 
 
Adjourn Meeting 

 
 
Posted:  
September 19, 2008 at 5:00 P.M. 
Mario Canizares - City Secretary 
 

THE TOWN OF ADDISON IS ACCESSIBLE TO PERSONS 
WITH DISABILITIES.  PLEASE CALL (972) 450-2819 AT LEAST  

48 HOURS IN ADVANCE IF YOU NEED ASSISTANCE.  



 
 
 
To:   Ron Whitehead, City Manager 
   
From:  Randy Moravec, Chief Financial Officer 
  
Re:  CAPP Long-Term Purchase Power 
  Agreement 
  
Date:  September 18, 2008 
 
 
For the past three years the Cities Aggregation Power Project (CAPP) Board of Directors, of which I am vice-
chairman, has been negotiating Texas Utilities, and then with Texas Competitive Electric Holdings Company, 
LLC (TCEH), a long-term electric power contract that takes advantage of low-cost power generated by coal 
plants. The prices of electricity have sky-rocketed this past year, because Texas’ deregulated market allows for 
all electric power to be pegged at the price of natural gas, despite the fact that 45% of the state’s power comes 
from lower cost coal and nuclear power plants. Natural gas has become an extremely volatile commodity which 
makes it difficult for electric consumers to budget for electric power. 
 
I am pleased to announce that CAPP has entered into a contract with TCEH which will allow CAPP member 
cities to obtain their base power load (60% of total power) from seven dedicated coal power plants at a cost 
which is about half of what would be paid under current natural gas prices. The blended price of the coal power 
and power from other sources is estimated to be 8¢ per kWh. Under the most conservative scenarios with 
moderate natural gas prices, the Town would be expected to realize annual power savings of at least $150,000. 
With increasing demand forcing the price of natural gas up, the savings are expected to be much higher in the 
future. 
 
Attached is a summary of the purchase power agreement. Essentially, CAPP will be issuing debt to pre-pay 
TCEH for the base load power. Security for the debt will be agreements with member cities of CAPP who will 
commit to take their base load from CAPP for a 24-year period. Despite these essential concepts, the funding 
arrangement is complex and the first of its kind anywhere in the country. For this reason, the topic will be 
discussed at a work session prior to the September 23, 2008 council meeting. 
 

Financial &
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CAPP BOARD 
Chairman – 
 Jay Doegey, 
  City of Arlington 
Vice Chairman- 
 Randy Moravec, 
  City of Addison 
 
Steve Massey, 
  City of Allen 
David Ragsdale, 
  City of Benbrook 
Don Wilson, 
  City of Eastland 
Odis Dolton, 
  City of Abilene 
James Zentner, 
  City of Odessa 
Rod Hogan, 
  City of Plano 
Carolyn House, 
  City of Snyder 
Robert Sparkman, 
  City of The Colony 
 
Secretary Treasurer – 
 Mary Bunkley, 
  City of Arlington 

September 11, 2008 
 
To All Cities Aggregation Power Project, Inc. ("CAPP") Members, 
 
 Since its inception in 2001, CAPP's main objective has been 
to collectively address electric purchasing issues for its political 
subdivisions members in the deregulated market.  We are proud that 
CAPP members have saved more than $100 million since the Texas 
market deregulated and that CAPP membership has grown to include 
110 political subdivision members. 
  
 Although CAPP member savings are significant, the price 
volatility in the market makes its difficult to accurately budget for 
power expenditures from year to year.  Power contract options made 
available to retail customers like CAPP, regardless of source, have 
been priced as if the energy was produced exclusively from costly 
natural gas-fired plants. 
 
 For several years the CAPP Board and CAPP consultants have 
pursued efforts to find a fixed price, long-term contract for at least a 
portion of CAPP’s electric energy needs to bring some sense of 
stability to the annual budgeting process for members and to achieve 
pricing that consistently stays below market prices.  On July 31st the 
CAPP Board unanimously approved proceeding with the long-term 
Purchase Power Agreement ("PPA") with Luminant that will supply 
a portion of participating CAPP members' power needs for 24 years 
beginning January 1, 2009. 
 
 CAPP’s consultants forecast that savings for participating 
CAPP members will exceed $1 billion over the life of the contract 
when measured against market prices for electricity based on natural 
gas prices.  Indicative market prices for 2009 confirm more than $25 
million in savings for members participating in the long-term 
contract next year. 
 
 The CAPP Board's recommendation and belief that the long-
term contract will result in lower prices for electricity and member 
savings was made after carefully weighing the benefits and risks of 
this transaction.  All CAPP Board members are city officials or city 
employees.  The benefits and risks inherent in the long-term contract 
will impact our respective municipalities.  The CAPP Board 
endorses participation in the long-term contract as the most 
economically attractive alternative despite these identified risks. 
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 The decision whether to participate in the long-term contract must be made by 
individual CAPP members on or before November 5, 2008.  To assist members' appraisal of 
the long-term contract, the attached discussion provides the Board's overview of the long-
term power supply plan for participating CAPP members, the CAPP prepayment and long-
term pricing, and an evaluation of the risks involved with this transaction. 
 
 Also included in this package is a signed copy of the PPA, a copy of the Energy Sales 
Contract Between CAPP and the City (the "Member Contract") to be completed by each 
individual member that participates in the long-term contract, a Disclosure Statement of the 
known risks associated with this arrangement, a model ordinance, and a model staff report. 
 
 .  
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CAPP Long-Term Power Supply for Participating Members 
 
 It is anticipated that the portion of energy provided under the long-term Purchase 
Power Agreement (“PPA”) will not only drive the overall average cost of power below 
market prices for members of CAPP who choose to participate, but also the PPA will add 
price stability to volatile market prices which are based on the price of natural gas. 
 
 CAPP and Luminant signed the PPA (included in the package and described below) 
on or shortly after the Luminant Board meets on September 10, 2008.  Under the PPA, CAPP 
will contract with Luminant Generation Company, LLC and several of its affiliates for 150 
MW (to be adjusted up to 175 MW or downward depending upon member participation) of 
baseload capacity and electric energy.  The energy from the baseload capacity will be 
delivered for CAPP’s use from seven generation units at three different sites. 
 
 The energy to be provided under the PPA will supply a portion, but not all, of each 
participant’s future energy needs for up to 24 years.  Specifically, the PPA is designed to 
serve the recent historic baseload (around the clock, always on) electric needs of participants.  
This amounts to approximately 150 MW, or about 60 percent of participating members' 
power needs in 2009.  An additional supply agreement (referred to as the “wrap” agreement) 
of a more traditional one to four year period will be pursued by CAPP in a continuing effort 
to ensure that all members have adequate power whenever needed, regardless of the amount 
needed. 
 
 CAPP will enter two different supply agreements and will contract with a Retail 
Electric Provider ("REP") for billing and other customer services.  One supply agreement 
will be the long-term PPA, described above.  The second supply agreement, the wrap 
agreement, addresses all remaining supply needs in excess of the baseload power provided 
under the PPA.  The wrap agreement also provides power that would otherwise be supplied 
by the PPA, when the PPA generation units are not adequately producing  either because of 
voluntary outages (scheduled maintenance) or forced outages (unexpected or emergency 
shutdowns.)  The contract with the REP will provide for delivery of the power from the two 
supply agreements to individual meters. 
 
Ordinance Approves Participation in CAPP Long-Term Power Arrangement 
 
 To participate in the long-term power arrangement, CAPP members must pass an 
ordinance (provided in this package.)  The ordinance commits the member to purchase 
electric power to satisfy a portion of its annual energy needs through the CAPP long-term 
PPA (discussed below) for up to 24 years.  The ordinance also approves the Member 
Contract (discussed below and included in this package) between CAPP and the individual 
member. 
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Long-Term PPA  
 
 CAPP’s long-term PPA is a unit-contingent contract with the three subsidiaries of the 
old TXU Generation Company (now Luminant) that own seven units at three sites.  The 150 
MW of baseload power will be provided on an equal percentage basis from the seven units. 
 
 The PPA is conditioned to the leveraged buyout ("LBO") financing package that took 
TXU from a publicly traded company to a private company.  Under that financing package, 
Luminant is authorized to make the long-term PPA agreement with CAPP, and to offer 
CAPP first-lien security interest in all generation and other competitive assets of Luminant 
and TXU Energy on an equal basis with the secured lenders to the LBO.  In addition, CAPP 
will have a separate guaranty from Texas Competitive Energy Holdings ("TCEH"), the 
parent company to the affiliates (collectively referred to as "Luminant") that will supply the 
power under the PPA. 
    
CAPP Member Contract  
 
 The CAPP Member Contract is the contract between CAPP and each individual 
member taking power pursuant to the long-term PPA.  The primary purposes of the Member 
Contract are: (1) to assign energy from portions of the PPA baseload power and the 
associated debt service under the PPA to each participating member; and (2) to guarantee to 
bond holders that the debt will be paid.  The second purpose will be fulfilled by the Member 
Contract (see Section 7.2 of the Member Contract) which provides a claim against the ad 
valorem taxing authority of the political subdivision in the event of non-payment of the 
assigned debt service obligation. 
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CAPP's Prepayment and Long-Term Contract Pricing 
 
Prepayment by CAPP and Ad Valorem Tax Pledge by Members 
 
 The PPA requires that CAPP prepay three-fifths of the total contract price.  CAPP 
will issue bonds to raise the capital necessary for the prepayment.  The prepayment amount is 
likely to be $400 million to $525 million, depending upon how much of the offered 150 MW 
is committed to participating members.  CAPP plans to issue bonds on or before December 
23, 2008, and the bonds will be backed by the individual Member Contracts of each 
participating CAPP member.  The ad valorem tax pledge included in the Member Contract 
and approved by the participating members' individual ordinances serves as security for the 
bond holders that participating members will meet their debt service obligations over the life 
of the PPA. 
 
Price Components per kWh for Participating Members 
 
 Price for power delivered under PPA: 
 

The initial wholesale price for the portion of electricity delivered pursuant to the 
long-term PPA will be approximately 5.6¢ per kWh in 2009. 

 
• Approximately 3.5¢ of the 5.6¢ wholesale commodity price represents the 

member's allocated debt service obligation payment for the capacity amount 
prepaid by CAPP.  This price will remain virtually the same for the life of the 
PPA. 

 
• The remaining 2.1¢ of the 5.6¢ wholesale commodity price pays for the 

remaining energy delivered by Luminant that has not already been prepaid.  
(For ease of reference, this will be described as the "energy component.")  The 
energy component price escalates over the life of the contract as described 
below. 

 
Fixed, Predictable Escalation Over the Life of the PPA: 
 
The energy component price (the 2.1¢ price of the initial 5.6¢ price) will escalate by 

three percent (3%) each year over the life of the contract.  This equates to approximately one 
percent (1%) annual escalation of the 5.6¢ per kWh 2009 price. 

 
This means that by 2033, the 24th year of the PPA, the energy component price will 

be approximately 4.5¢ per kWh.  The total price for power delivered under the PPA in 2033 
(allocated debt service payment of 3.5¢ plus the 4.5¢ energy component price) will be 
approximately 8¢ per kWh (as compared to the 5.6¢ per kWh in 2009.) 
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Price for remaining power needs – the wrap agreement – set more frequently: 
 
 Unlike traditional contracts that have served CAPP member needs since 2002, the 
long-term PPA will not serve the entirety of participating members' power needs.  In addition 
to the baseload power provided by the PPA, which is expected to serve about 60 percent of 
participating members' needs in 2009, CAPP will arrange for a separate contract (the wrap 
agreement) that fulfills the remaining supply needs in excess of the baseload power provided 
under the PPA. 
 
 CAPP’s designated REP will accept delivery from both suppliers (PPA and wrap 
contracts) on behalf of all participating members and will arrange delivery of all power to 
individual meters with the appropriate transmission and distribution utility.  All charges other 
than the monthly debt service payment will be billed by the REP, just as currently done. 
 
Monthly Payments For Participating Members 
 
 Two separate monthly payments will be made by participating members: 
 

• Monthly Debt Service Payment to CAPP 
A separate monthly debt service payment will be made (probably to a trustee 
who will hold the payments until the payment date prescribed in the bonds) 
reflecting the capacity portion (3.5¢ per kWh) of the 5.6¢ per kWh PPA price 
that represents the participating member's monthly debt service obligation for 
the prepaid electricity. 

 
• Monthly Electric Account Payment(s) to the REP 

CAPP's REP will separately bill each participating member at a "blended" rate 
per kWh – blending the remaining 2.1¢ energy component price per kWh and 
the higher market driven price for power under the wrap agreement.  The 
monthly bill will include non-bypassable charges (regulated wires rates). 

 
The CAPP Board will consider proposals from its designated REP for more detailed 

monthly bills that will reflect power costs allocated under each supply agreement and a 
savings calculation as well as a total monthly bill. 
 
 It will be up to the individual members to determine how they want to treat the debt 
service portion of their monthly payments.  Since the debt service payment is essentially a 
component of the cost of power, most members will probably treat these payments as 
operating costs that will be distributed to their various functions, such as streets, utilities, 
police, etc.  In this case a member can take their monthly electric consumption billing from 
the CAPP REP, obtain a ratio from the kWh associated with a function’s account or accounts 
(e.g., 23% of total monthly electric bill is for water pumping), and then apply the ratio 
against the monthly debt billing and charge the appropriate function (e.g., 23% to the utility 
department).  Some members may wish to treat the debt portion of the bill as a debt payment 
paid from their debt service, or interest and sinking fund, in which case no prorated 
distribution of the billing is necessary. 
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Evaluation of Risks 
 
 The CAPP Board believes that the long-term contract will substantially lower 
member electric costs and provide a greater degree of budget stability.  However, there is no 
risk-free choice when it comes to contracting for future energy deliveries.  While the price 
for power to be delivered under the PPA is fixed and will not be subject to uncertainties 
associated with either volatile natural gas prices or potential fuel or capacity supply 
shortages, there are other risks that each potential participating member must carefully 
evaluate before committing to the long-term contract.  Neither the CAPP Board nor any of its 
consultants can guarantee future gas prices, the continued linkage between natural gas 
pricing and electric pricing, or that any participants to the PPA will act in a particular 
manner. 
 
 In the Disclosure Statement included in this package, we name and describe the 
known risks associated with participation in the long-term contract.  It is important that you 
review the information in the Disclosure Statement.  An acknowledgement and acceptance of 
the risks identified in the Disclosure Statement must occur with the approval of the Member 
Contract.  Additionally, the transaction is dependent upon timely completion of a number of 
events including approval of signed Member Contracts by the Attorney General, the sale of 
CAPP bonds, closing the transaction by December 23, 2008, and making the prepayment to 
Seller in sufficient time to arrange the scheduling of power deliveries to be effective January 
1, 2009.  Although preliminary communication about the PPA has taken place, CAPP cannot 
guarantee approval of the Attorney General or acceptance by the financial markets. 
 
 To provide context for the risks and uncertainties listed by the Disclosure Statement, 
the following discussion provides the Board's perspective on some of the identified risks.  It 
is our intention that this information will help you evaluate long-term contract issues. The 
Board's perception of the known risks is not intended to be a substitute for individual 
member due diligence, but provides an explanation why the CAPP Board endorses 
participation in the long-term contract as the most economically attractive alternative despite 
these identified risks. 
 
  The Board's perspective regarding the identified risks is informed by several sources.  
At least some part of every monthly CAPP Board meeting for the past three years has been 
spent discussing aspects of the long-term power supply arrangements, including the 
uncertainties and risks described in the attached Disclosure Statement.  In addition to its 
reliance upon legal advice from CAPP's General Counsel, Geoffrey Gay (Lloyd, Gosselink, 
Rochelle & Townsend), and the work of CAPP's energy consultants, R.J. Covington, the 
CAPP Board has retained bond counsel (McCall Parkhurst & Horton) and financial advisors 
(First Southwest) to arrange and address long-term contract issues, including those related to 
the prepayment of the capacity received pursuant to the PPA.  CAPP's General Counsel has 
solicited advice from experienced bankruptcy counsel and a lawyer familiar with power 
contract issues in California. 
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 The CAPP Board believes, but cannot guarantee that its pursuit of lower prices and 
known and fixed contract obligations will result in lower prices for electricity compared to 
market prices over the 24-year term of the PPA and make budgeting for electricity more 
predictable.  Known risks associated with participation in the long-term contract include: 
 
1. Bankruptcy of the Seller 
 
 Considering that TXU, the predecessor company to Luminant, was the subject of the 
largest leveraged buyout in history and is presently operating with more than $40 billion of 
debt, issues related to the potential bankruptcy of Luminant or its parent company have 
received a great deal of scrutiny during the PPA negotiations and as part of the CAPP 
Board's consideration of the long-term contract. 
 
 Of the approximately $46 billion borrowed to take the publicly traded TXU private, 
$26 billion was borrowed from lenders that were provided first-liens against all competitive 
assets of the former TXU.  Lenders with first-liens include Citibank, Goldman Sachs, J. Aron 
& Company, JP Morgan Chase, Credit Suisse and others.  These parties are considered 
"secured lenders."  The remaining $20 billion was borrowed without providing security. 
 
 By signing the PPA, CAPP will become a "Secured Commodity Hedge Counterparty" 
under the Security Documents.  This means that CAPP will be in a first-lien secured position 
on equal footing with the secured lenders.  Thus, CAPP will have a first-lien on all Luminant 
generation assets including the most valuable asset—Comanche Peak, the two unit nuclear 
plant near Glen Rose, Texas. 
 
 The secured creditors, including CAPP, are protected under the existing Credit 
Agreement against dilution of the generation assets.  Luminant retains the right to replace 
CAPP’s lien at any time with letters of credit, cash or a guaranty from an investment grade 
rated guarantor. 
 
 As part of its consideration of the long-term contract, the CAPP Board evaluated the 
potential for the supplier's bankruptcy and, if bankrupt, the value of CAPP's position as a 
first-lien holder. In the event of bankruptcy, the substantial Luminant generation assets will 
retain value (that value will depend upon current and future projections of natural gas prices 
at the time of bankruptcy.)  While it is impossible to specifically quantify the future value of 
these generation assets, the CAPP Board was guided by the results of a stress test performed 
by Standard & Poor's ("S&P") in November 2007 (republished in the Spring of 2008.)  S&P's 
stress test measured the effect on the value of Luminant's collateral in the event of a 
significant decline in natural gas prices over several years.  While the value of the generation 
assets serving as collateral for the more than $40 billion in debt declined under these 
circumstances, S&P concluded that secured creditors (including CAPP) would have a rating 
of “1” – virtually guaranteeing recovery of all outstanding debt while unsecured creditors 
would have a rating of “5” – virtually guaranteeing no recovery. 
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 Other factors the Board considered that may mitigate the likelihood of bankruptcy 
despite the heavy debt burden include: 
 

• Substantial investment ($20 billion) of unsecured creditors including 
Berkshire Hathaway.  Given the size of their investment, these unsecured 
creditors may provide additional loans to avoid the complete loss of 
investment. 

 
• The fact that Oncor, a regulated subsidiary, is a consistent source of revenues.  

Oncor is ring-fenced and allegedly protected against bankruptcy of the parent 
or affiliates, it nonetheless provides dividends and other cash to the parent.  
Oncor recently announced the sale of a 20 percent equity position for $1.3 
billion. 

 
 Bankruptcy of one or more of the sellers could alter the expected economics of the 
transaction.  It is the Board's conclusion that bankruptcy would likely present more of a 
financial problem than an operational problem.  The units supplying power under the PPA 
are necessary for the support of power on the Texas electric grid.  Simultaneous loss of all 
seven units would cause an economic crisis for the State.  Therefore, it is reasonable to 
assume that the units will continue to generate regardless of ownership and regardless of 
bankruptcy. 
 
 The threat of bankruptcy comes down to whether a bankruptcy judge would set aside 
all, part, or none of the PPA.  The PPA includes a provision that the parties intend for the 
contract to be honored as a forward contract.  Despite this stated intention, it is possible that 
the bankruptcy judge would set the PPA aside if the determination is made that it is an 
executory contract.  There have been recent cases where bankruptcy courts have taken into 
consideration "the public interest" in assessing obligations and rights of parties.  The energy 
needs and good faith agreements of 150 political bodies may influence the bankruptcy judge 
to decide that preservation of the PPA is in the public interest. 
    
2. Governmental assessments on emissions or greenhouse gases 
 
 As part of its leveraged buyout, Luminant commits to reduce emissions from its fleet 
of new and existing plants.  The Company's plan includes the installation of in-duct selective 
catalytic reduction ("SCR") systems at its Martin Lake plant and selective non-catalytic 
reduction systems at its Monticello and Big Brown plants.  Luminant will improve the low-
nitrogen oxide burner technology at one of its Monticello units to further reduce nitrogen 
oxide emissions.  External SCR systems will be installed at the Sandow and new Oak Grove 
units.  To reduce sulfur dioxide emissions and mercury emissions, Monticello and Big Brown 
plants will use coal-cleaning technology.  Finally, to reduce mercury emissions, Luminant's 
entire fleet of plants will use activated carbon injection – a sorbent injection system 
technology. 
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 The cost of Luminant's commitment to reduce emissions made pursuant to the LBO is 
not included in the price paid by members participating in the long-term contract.  However, 
any new governmental assessment on coal generation or greenhouse gases will be passed 
onto CAPP as a pro-rata share of the power it receives from Luminant. 
 
 The CAPP Board's consideration of the benefits and risks of the long-term contract 
included the likelihood that legislation levying a tax upon carbon dioxide emissions will be 
enacted at some point in the future.  To the extent these charges are imposed on any unit 
providing power under the PPA, CAPP and the participating members will be responsible for 
a proportionate share (approximately 3%) of the cost in excess of operating expenses of 
$100,000 annually or capital expenses greater than $1,000,000 over the life of the financing.  
However, the Board believes but cannot guarantee that new governmental assessments will 
impact the price of power throughout the United States and will be reflected in the market 
price of power in the deregulated areas of Texas.  As a result, the Board has reason to believe 
that despite future imposition of new governmental charges made under the PPA, the relative 
advantage of PPA pricing to market pricing will be preserved. 
   
3. Early termination of the PPA that leaves CAPP and Participating Members 

owing more (to pay off the debt) than the amortized balance of CAPP’s loan 
 
 The PPA is a 24-year agreement, but any commercial contract can be breached when 
a party decides it is economically advantageous to do so.  One of the most difficult and 
contentious parts of the contract negotiations of the PPA was Article 12 – Early Termination. 
 
 The favorable pricing associated with the PPA is conditioned on a prepayment of 
three-fifths of the present value of the entire discounted purchase price.  In considering 
various scenarios that give rise to early termination of the PPA, the CAPP Board's primary 
concern is that there is adequate protection for the portion of the prepayment associated with 
the unrealized term of the contract.  In the event of early termination by the supplier, 
damages owed to CAPP include defeasance of the outstanding bond amount previously paid 
to Luminant.  In addition, the PPA provides for liquidated damages not to exceed $120 
million. 
  
 If Texas Competitive Energy Holdings (“TCEH”) does not or cannot pay any of the 
damages owed CAPP under the PPA, participating members may owe their prorated share of 
the approximately $400 million of CAPP’s debt.  Whether this hypothetical, worst case 
termination situation (consistent with the timing, but worse than the circumstances of the 
S&P stress test), would offset the potential benefit of the PPA’s lower than market prices will 
depend upon the price of natural gas as it relates to the cost of electric power over the course 
of the next six years. 
 
4. Legislatively mandated changes to the energy market structure 
 
 Deregulating the Texas retail electric market was an enormous and extremely difficult 
undertaking, and key policymakers in Texas have never advocated undoing it. Moreover, 
dramatic market changes that came about because of the deregulation would make re-
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regulation extremely difficult. For instance, what were previously some of the state’s 
traditional utilities have unbundled into separate entities. It remains unclear how these units 
could be put back together.  Major generation assets have been sold off to unregulated 
owners and billions of dollars of stranded costs payments have been ordered and are being 
paid.  Undoing those changes would constitute high barriers to re-regulation. 
 
 Even in the event of re-regulation of the Texas market or some other dramatic 
change, it is likely that the legislature would maintain its consistent position that existing 
contracts for electricity cannot be abrogated. 
 
5. Restructuring or refinancing by Seller that leaves CAPP with collateral of lesser 

value 
 
 The LBO financing package, which places CAPP on a first-lien security basis in all 
generation and competitive assets, is structured as a seven year deal that terminates in the 
Fall of 2014.  It is possible that the PPA will potentially be in effect for 18 years beyond the 
financing agreements on which the PPA was predicated.  Thus, the Substitute Collateral 
provisions (Section 9.2) of the PPA take on critical importance as the parties try to anticipate 
whether the Company will be refinanced, taken public or sold off in bits and pieces before 
the end of 2014.  In the event that the seller replaces CAPP's existing first-lien security 
interest with a new collateral package when it refinances in 2014, the contract terms require 
that the new package pass several dilution tests. 
 
 The CAPP Board will be diligently reviewing its security position throughout the life 
of the PPA, and particularly at the time of refinancing.  There is nothing in the PPA that 
prevents CAPP from exercising its right of early termination in the event that the security 
supporting CAPP's prepayment becomes inadequate.  The CAPP Board is hopeful that 
participating members receive the benefit of this contract for the full 24 years.  However, 
even assuming that the contract is terminated prematurely, CAPP members should be made 
whole for the payment to Luminant through the defeasance provisions, receive some amount 
of liquidated damages, and have enjoyed millions of dollars in savings as compared to 
purchasing power in the retail market. 
 
6. Deliberate non-delivery by Seller of contracted power such that payment of 

liquidated damages to CAPP for replacement energy potentially exceeds the cap 
on damages provided in the PPA forcing CAPP to declare an early termination 
of the PPA 

 
 If the supplier intentionally fails to deliver contracted power, CAPP's remedies 
include the following: 
 

a. Penalty for failure to maintain 90% availability from the seven units on a 
rolling three-year average. 

 
b. Reimbursement for replacement power if the contract energy is available but 

not provided. 
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 While we have every reason to believe that Luminant will operate in good faith, even 
in the event of prolonged default or deliberate withholding, CAPP has remedies to protect its 
prepayment.  CAPP can elect to terminate the PPA.  This may happen under certain 
circumstances where the provider fails to supply the contracted power, forcing CAPP to 
replace the power at current market rates and then seek compensation from seller for the 
replacement energy.  In that situation, CAPP may be forced to declare the contract in default 
and trigger termination. Because any prior payments for withholding power, in the event of a 
termination payment to CAPP, are to be used as an offset based on a rolling 3 to 5 year 
average, it may be necessary for CAPP to defensively terminate the contract prematurely to 
ensure that damage payments remain adequate to defease CAPP’s bond debt. 
 
 The Board envisions a constant economic evaluation of whether to proceed with 
an early termination of the PPA if Luminant starts withholding power.  Based upon 
projections by CAPP's consultants, in the event that Luminant withholds all contracted 
power, liquidated damages to fully compensate CAPP for procuring replacement power 
could amount to approximately $250,000 per day.  Even if CAPP waits for 30 days before 
exercising its right of early termination and Luminant continues to withhold all power for 
that same period, liquidated damages for 30 days of replacement power amount to $7.5 
million.  While the early termination payment owed to CAPP would be reduced by the $7.5 
million already paid by Luminant in this scenario, the early termination damage payments 
should remain adequate to defease CAPP's bond debt. 
 
 To the extent Seller pays liquidated damages for withholding power in a nodal 
market, CAPP's price of replacement power would be equal to or less than the ERCOT 
clearing price, which is the price of power TCEH will receive at the same time.  Therefore, 
TCEH should be economically indifferent to fulfilling its PPA obligation to CAPP or 
withholding power for an alternative sale and paying liquidated damages to CAPP.  In other 
words, the supplier has no incentive to withhold power or fail to meet its obligation to 
provide power to CAPP. 
 
7. Failure by one or more participating members to appropriate or pay amounts 

owed for power delivered under the PPA forcing Seller to declare CAPP in 
default and terminate the transaction 

 
 Given that electricity is essential to providing city services, we believe that it is 
extremely unlikely that a participating member will fail to appropriate or pay for the power 
delivered.  Regardless, the PPA does not contemplate joint and several liability for either the 
power provider or CAPP.  Similarly, there is no joint and several liability for individual 
members pursuant to the Member Contract.  In other words, no participating member of the 
long-term contract will be required to absorb the liabilities of another participating member. 
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8. Technological Advancements/Availability of Inexpensive Natural Gas 
 
 The CAPP Board has pursued the long-term contract in order to achieve a great 
degree of budget stability and predictability for participating members by eliminating some 
of the price risks associated with natural gas price volatility.  Current economic projections 
indicate that the Board's pursuit of known and fixed contractual obligations for capacity will 
in fact also result in lower prices for electricity compared to market prices over the 24-year 
term of the PPA. 
 
 In the near term (5 years), no natural gas experts are predicting significant declines in 
the cost of natural gas.  In fact, most experts indicate that natural gas prices are likely to 
increase, perhaps substantially, as liquefied natural gas becomes part of a worldwide 
commodity index.   The Chairman of the Public Utility Commission of Texas testified earlier 
this summer that natural gas prices will continue to increase over the next several years.  
Given that it will take approximately ten years to bring new nuclear power plants on line and 
that wind power is not reliable for meeting baseload needs addressed in the PPA, the energy 
market will not likely use any proxy for determining electricity costs other than natural gas 
for the foreseeable future.  Similarly, because of the capital intensive nature of electric 
infrastructure, it is likely to take years before the market price of electricity is affected by 
technological advancements. 
 
 Nevertheless, the Board is cognizant that sometime during the term of the 24 year 
contract, the possibility exists that technological advancements may be made in the 
production of electricity or circumstances may occur such that natural gas prices decline 
substantially.  If the CAPP Board's sole directive is to achieve the lowest possible electric 
price at all times, then these unknown and unforeseen scenarios may be reason not to commit 
to any long-term contract.  However, potential technological advancements and declining 
natural gas prices will not diminish the stability and predictability of the power delivered 
pursuant to the PPA.  In fact, the structure of the PPA (supplying a portion of participating 
members' power needs) enhances CAPP's ability to take advantage of technological 
advancements or changes in fuel prices, while also providing budgeting stability. 
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OFFICIAL ACTIONS OF THE ADDISON CITY COUNCIL  
WORK  SESSION 

 
 
 
 
September 9, 2008 
6:00 P.M. – Town Hall 
5300 Belt Line Road 
Council Chambers 
 
Present: Mayor Chow, Councilmembers Braun, Hirsch, Kraft, Meier, Niemann and 

Mellow   
Absent: None 
Arrived Late: Councilmember Hirsch arrived at 6:10 P.M. 
 Councilmember Braun arrived at 6:13 P.M. 
 
Work Session 
 
Item #WS1 - Discussion regarding the design of the Town’s new elevated storage tank. 
 
Jessica Brown and Brad Goldberg with Freese and Nichols led the discussion.  There 
was no action taken. 
 
Item #WS2 -  Discussion regarding potential participation in a hospital development. 
 
Ron Whitehead and Carmen Moran led the discussion.   There was no action taken. 
 

 
 

  
             
      Mayor-Joe Chow 
 
Attest: 
 
 
      
City Secretary-Mario Canizares 
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OFFICIAL ACTIONS OF THE ADDISON CITY COUNCIL 
REGULAR SESSION 

 
 
 
 
Regular Session 
 
Council Members Present: 
 
Mayor Chow, Councilmembers Braun, Hirsch, Kraft, Meier, Mellow and Niemann 

 
Absent: None 
 
Regular Session 
 
Item #R1 - Consideration of Old Business. 
 
The following employees were introduced to the Council: Shaun Calloway with the 
Police Department, Joel Cruz with the Utilities Division of the Public Works Department 
and Katie Roller with the Finance Department. 
 
Item #R2 - Consent Agenda. 
 
#2a - Approval of the Minutes for:   
 
August 21, 2008, Special Meeting and Work Session 
August 25, 2008, Special Meeting and Work Session 
August 26, 2008, Regular City Council Meeting and Work Session 
 
The following Minutes were approved as written: 
 
August 21, 2008, Special Meeting and Work Session 
August 25, 2008, Special Meeting and Work Session 
were approved as written. 
 
The Minutes for August 26, 2008, Regular City Council Meeting and Work Session, 
were approved with the following change to Item #R2, #2a:  Delete “Mayor Braun” and 
replace with “Councilmember Braun.” 
 
Councilmember Kraft moved to duly approve Item #2a with the foregoing change. 
 
Councilmember Braun seconded.  Motion carried. 
 
Voting Aye: Chow, Braun, Hirsch, Kraft, Meier, Mellow and Niemann  
Voting Nay: None 
Absent: None 
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Item #R3 -   Discussion and consideration of approval of a Proclamation recognizing 
October 7, 2008, as National Night Out and encouraging all Addison residents to 
participate. 
 
Mayor Chow read the Proclamation recognizing October 7, 2008, as National Night Out 
and encouraging all Addison residents to participate. There was no action taken. 
 
Item #R4 - PUBLIC HEARING, discussion and consideration of approval of an 
ordinance of the Town of Addison, Texas, approving and adopting the annual budget for 
the fiscal year beginning October 1, 2008, and ending September 30, 2009; providing 
that said expenditures for said fiscal year shall be made in accordance with said budget; 
providing for a repeal clause. 
 
Mayor Chow opened the meeting as a public hearing.  
 
The following residents spoke:  
 

• Earl Jones, 14750 Celestial Place, Dallas, TX  75254 
• Bob Jacoby, 4016 Rive Lane, Addison, TX  75001 

 
Mayor Chow closed the meeting as a public hearing.  
 
Councilmember Niemann moved to duly approve Ordinance 008-031 of the Town of 
Addison, Texas, approving and adopting the annual budget for the fiscal year beginning 
October 1, 2008, and ending September 30, 2009; providing that said expenditures for 
said fiscal year shall be made in accordance with said budget; providing for a repeal 
clause. 
 
Councilmember Hirsch seconded.  Motion carried. 
 
Voting Aye: Chow, Braun, Hirsch, Kraft, Mellow and Niemann  
Voting Nay: Meier 
Absent: None 
 
Item #R4a - Consideration and approval of a resolution ratifying the property tax 
increase reflected in the annual budget for the fiscal year beginning October 1, 2008, 
and ending September 30, 2009. 
 
Councilmember Niemann moved to duly approve Resolution R08-016, ratifying the 
property tax increase reflected in the annual budget for the fiscal year beginning 
October 1, 2008, and ending September 30, 2009. 
 
Councilmember Braun seconded.  Motion carried. 
 
Voting Aye: Chow, Braun, Hirsch, Kraft, Mellow and Niemann  
Voting Nay: Meier 



OFFICE OF THE CITY SECRETARY  September 9, 2008 

Absent: None 
  
Item #R5 - Discussion and consideration of approval of an ordinance levying taxes for 
the Town of Addison, Texas, and fixing and adopting the tax rate on all taxable property 
for the year 2008 at a rate of $0.4535 per one hundred dollars ($100.00) valuation on all 
taxable property within the corporate limits of the Town of Addison as of January 1, 
2008; providing for a penalty and interest for delinquent taxes; declaring an emergency 
and providing an effective date. 
 
Councilmember Niemann moved to increase property taxes and duly approve 
Ordinance 008-032, levying taxes for the Town of Addison, Texas, and fixing and 
adopting the tax rate on all taxable property for the year 2008 at a rate of $0.4535 per 
one hundred dollars ($100.00) valuation on all taxable property within the corporate 
limits of the Town of Addison as of January 1, 2008; providing for a penalty and interest 
for delinquent taxes; declaring an emergency and providing an effective date. 
 
Councilmember Mellow seconded.  Motion carried. 
 
Voting Aye: Chow, Braun, Hirsch, Kraft, Mellow and Niemann  
Voting Nay: Meier 
Absent: None 
                                                       
Item #R6 - Discussion and consideration of approval of an ordinance of the Town of 
Addison, Texas, amending Chapter 82 of the Code of Ordinances of the Town by 
amending sewage rates and water rates for all customer classifications; providing a 
savings clause; providing a severability clause, providing an effective date. 
 
The City Attorney confirmed that the 8,000 cap on sewer consumption rate is in the 
Ordinance. 
 
Councilmember Niemann moved to duly approve Ordinance 008-033, of the Town of 
Addison, Texas, amending Chapter 82 of the Code of Ordinances of the Town by 
amending sewage rates and water rates for all customer classifications; providing a 
savings clause; providing a severability clause, providing an effective date. 
 
Councilmember Kraft seconded.  Motion carried. 
 
Voting Aye: Chow, Braun, Hirsch, Kraft, Meier, Mellow and Niemann  
Voting Nay: None 
Absent: None 
 
Item #R7 -  Discussion and consideration of approval of an ordinance of the Town of 
Addison, Texas, amending Chapter 67 (Special Events), Article II (District and Non-
District Events) of the Code of Ordinances of the City by amending Section 67-17 by 
stating space rental fees for various Town of Addison facilities; providing a savings 
clause, providing a severability clause and providing an effective date. 
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Councilmember Niemann moved to approve Ordinance 008-034, of the Town of 
Addison, Texas, amending Chapter 67 (Special Events), Article II (District and Non-
District Events) of the Code of Ordinances of the City by amending Section 67-17 by 
stating space rental fees for various Town of Addison facilities; providing a savings 
clause, providing a severability clause and providing an effective date. 
 
Councilmember Mellow seconded.  Motion carried. 
 
Voting Aye: Chow, Braun, Hirsch, Kraft, Meier, Mellow and Niemann  
Voting Nay: None 
Absent: None 
 
Item #R8 - Discussion and consideration of approval of an ordinance amending the 
Code of Ordinances by amending Chapter 66 (Solid Waste) Article II (Collection and 
Disposal), Division 2 (Service Charge), by amending Section 66-52, increasing from 
$10.67 to $11.65 the monthly fee for single family residential garbage and recycling 
collection.  
 
Councilmember Mellow moved to approve Ordinance 008-035, amending the Code of 
Ordinances by amending Chapter 66 (Solid Waste) Article II (Collection and Disposal), 
Division 2 (Service Charge), by amending Section 66-52, increasing from $10.67 to 
$11.65 the monthly fee for single family residential garbage and recycling collection.  
  
Councilmember Braun seconded.  Motion carried. 
 
Voting Aye: Chow, Braun, Hirsch, Kraft, Meier, Mellow and Niemann  
Voting Nay: None 
Absent: None 
 
Item #R9 - REPLAT/Lot 1R4, Block A, Addison Storage Addition.  Discussion and 
consideration of approval of a replat of one lot, located west of Addison Road, between 
Glenn Curtiss Drive and Ratliff Road, on application from Mr. George Kelly, represented 
by Stovall Associates.     
 
Councilmember Niemann moved to approve a replat of one lot, located west of Addison 
Road, between Glenn Curtiss Drive and Ratliff Road, on application from Mr. George 
Kelly, represented by Stovall Associates.     
 
Councilmember Mellow seconded.  Motion carried. 
 
Voting Aye: Chow, Braun, Hirsch, Kraft, Meier, Mellow and Niemann  
Voting Nay: None 
Absent: None 
 
Item #R10 - FINAL PLAT/Vitruvian Park. Discussion and consideration of approval of a 
final plat for Lots 1 and 2, Block A, of the Vitruvian Park I subdivision within the Town 
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located on approximately 10.32 acres at 3900 and 4010 Brookhaven Club Drive (south 
side of Brookhaven Club Drive), on application from UDR, Inc., represented by Mr. 
Bruce Dunne of Icon Consulting Engineers.    
 
Councilmember Niemann moved to approve a final plat for Lots 1 and 2, Block A, of the 
Vitruvian Park I subdivision within the Town located on approximately 10.32 acres at 
3900 and 4010 Brookhaven Club Drive (south side of Brookhaven Club Drive), on 
application from UDR, Inc., represented by Mr. Bruce Dunne of Icon Consulting 
Engineers, subject to the following conditions: 
 
1.   Revise plat to show dedication of required street easements as shown in PD. 
 
2. Revise plat to show dedication of Lot 2 as right-of-way dedication to town, 

including right-of-way dedication language.   
  
Councilmember Kraft seconded.  Motion carried. 
 
Voting Aye: Chow, Braun, Hirsch, Kraft, Meier, Mellow and Niemann  
Voting Nay: None 
Absent: None 
 
Item # R11 - PUBLIC HEARING Case 1561-SUP/Blue Mesa Grill.  Public hearing, 
discussion, and consideration of approval of an ordinance amending an existing Special 
Use Permit for a restaurant, and an existing Special Use Permit for the sale of alcoholic 
beverages for on-premises consumption, for property located at 5100 Belt Line Road, 
Suite 500, on application from Blue Mesa Grill, represented by Mr. Jason Romano. 
 
Mayor Chow opened the meeting as a public hearing.  
 
No one spoke. 
 
Mayor Chow close the meeting as a public hearing. 
 
Councilmember Niemann moved to duly approve Ordinance 008-036, amending an 
existing Special Use Permit for a restaurant, and an existing Special Use Permit for the 
sale of alcoholic beverages for on-premises consumption, for property located at 5100 
Belt Line Road, Suite 500, on application from Blue Mesa Grill, represented by Mr. 
Jason Romano, subject to the following condition: 
 
1. The sign is to be removed or relocated so as that it will not interfere with the 

walkway. 
 
Councilmember Mellow seconded.  Motion carried. 
 
Voting Aye: Chow, Braun, Hirsch, Kraft, Meier, Mellow and Niemann 
Voting Nay: None 
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Absent: None 
 
Councilmember Niemann recused himself for Item #R12. 
 
Item #R12 - PUBLIC HEARING Case 1562-Z/Meridian Square.  Public hearing, 
discussion, and consideration of approval of a concept plan for 48 townhomes and 
approximately 90 condominium units, located in the UC  (Urban Center) district, 
Residential Subdistrict, located on approximately 3.98 acres at the southeast corner of 
Airport Parkway and Quorum Drive, on application from Addison Urban Development 
partners, LLC, represented by Mr. Matt Alexander of Dowdey, Anderson & Associates. 
 
Mayor Chow opened the meeting as a public hearing.  
 
No one spoke. 
 
Mayor Chow closed the meeting as a public hearing. 
 
Councilmember Braun moved to duly approve a concept plan for 48 townhomes and 
approximately 90 condominium units, located in the UC  (Urban Center) district, 
Residential Subdistrict, located on approximately 3.98 acres at the southeast corner of 
Airport Parkway and Quorum Drive, on application from Addison Urban Development 
partners, LLC, represented by Mr. Matt Alexander of Dowdey, Anderson & Associates. 
  
Councilmember Mellow seconded.  Motion carried. 
 
Voting Aye: Chow, Braun, Hirsch, Kraft, Meier, and Mellow 
Voting Nay: None 
Absent: None 
Abstained: Niemann 
 
Councilmember Niemann returned to Council Chambers. 
 
Item #R13 - Discussion and consideration of approval of the Official Ballot for Texas 
Municipal League Intergovernmental Risk Pool Board of Trustees Election to elect 
officials to serve a six-year term on the TML Intergovernmental Risk Pool (Workers’ 
Compensation, Property and Liability) Board of Trustees. 
 
Councilmember Mellow moved to duly approve the Official Ballot for Texas Municipal 
League Intergovernmental Risk Pool Board of Trustees Election to elect officials to 
serve a six-year term on the TML Intergovernmental Risk Pool (Workers’ 
Compensation, Property and Liability) Board of Trustees, as marked on the ballot. 
 
Councilmember Meier seconded.  Motion carried. 
 
Voting Aye: Chow, Braun, Hirsch, Kraft, Meier, Mellow and Niemann 
Voting Nay: None 
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Absent: None 
 
At 10:20 P.M., Mayor Chow announced that Council would convene into Executive 
Session to discuss the following Item: 
 
Item #ES1 -  Closed (executive) session of the City Council, pursuant to Section 
551.071, Texas Government Code, to conduct a private consultation with its attorney(s) 
to seek the advice of its attorney(s) about pending litigation, to wit: Cause No. 07-
11965; AN Collision Center of Addison, Inc. d/b/a Bankston Collision Center v. 
Dallas Area Rapid Transit (DART), The Town of Addison, Regional Rail Right-Of-
Way Company, Explorer Pipeline Company, and Sprint Communications 
Company L.P., in the 14th District Court of Dallas County, Texas. 
 
The Council came out of Executive Session at 10:47 P.M. 
 
Item #R14 - Consideration to authorize the City Manager to enter into settlement 
negotiation, by and through mediation, in Cause No. 07-11965; AN Collision Center of 
Addison, Inc. d/b/a Bankston Collision Center v. Dallas Area Rapid Transit 
(DART), The Town of Addison, Regional Rail Right-Of-Way Company, Explorer 
Pipeline Company, and Sprint Communications Company L.P., in the 14th District 
Court of Dallas County, Texas. 
 
Councilmember Niemann moved to duly authorize the City Manager to enter into 
settlement negotiation, by and through mediation, in Cause No. 07-11965; AN 
Collision Center of Addison, Inc. d/b/a Bankston Collision Center v. Dallas Area 
Rapid Transit (DART), The Town of Addison, Regional Rail Right-Of-Way 
Company, Explorer Pipeline Company, and Sprint Communications Company 
L.P., in the 14th District Court of Dallas County, Texas. 
 
Councilmember Mellow seconded.  Motion carried. 
 
Voting Aye: Chow, Braun, Hirsch, Kraft, Meier, Mellow and Niemann 
Voting Nay: None 
Absent: None 
 
There being no further business before the Council, the meeting was adjourned. 
 
 
 
     __________________________________   
     Mayor-Joe Chow 
 
 
 
Attest: 
 



OFFICE OF THE CITY SECRETARY  September 9, 2008 

 
 
______________________________      
City Secretary-Mario Canizares 



From: Peichih Chiou [peichih@uspaacc-sw.org]    #R3 
Sent: Monday, September 15, 2008 11:02 AM 
To: Sue Ellen Fairley 
Subject: FW: Special Recognition of Mayor Joe Chow 
 
 

 
From: Peichih Chiou [mailto:peichih@uspaacc-sw.org]  
Sent: Monday, September 08, 2008 12:46 PM 
To: 'jchow@ci.addison.tx.us'; 'jchow60883@yahoo.com' 
Subject: Special Recognition of Mayor Joe Chow 
 
Dear Mayor Chow, 
  
As you know, on August 13 this year, our chamber recognized the best and brightest 
Asian Americans for their outstanding achievements during our Award Luncheon.  The 
Awards were presented at the luncheon during our 7th Annual Asian Business EXPO. 
The purpose of the EXPO was to provide a venue where Asian American suppliers and 
Corporate America can meet one-on- one for partnership opportunities. 
  
The City of Addison, under your leadership, was chosen to be the Award recipient of  
our  " Outstanding City for Business Inclusiveness"  Award.  As we didn't get the 
opportunity to make the presentation in person, I welcome your invitation to present this 
award to you and the City of Addison during your council meeting on September 23, 
2008. 
  
Please let us know what time we should be there.  The presentation will take just a few 
minutes of the council's time.   On behalf of US Pan Asian Chamber, I  am honored to 
have this opportunity to recognize you and thank you again for your support. 
 
PS:  There will be 4 board members with me during this presentation     
 
  
Sincerely, 
  
Grace McDermott                                                                                                
 
President 
682-367-1393 O 
817-265-3863 H 
817-874-3195 Cell   
  
        
  



 
 

Council Agenda Item: #R4  
 
 
 
SUMMARY: 
Subject to City attorney final approval, council approval is sought of a contract with 
Shakespeare Dallas for the Town’s sponsorship of “Shakespeare in the Park” in Addison 
Circle Park annually from October 2008 – October 2010.  
 
FINANCIAL IMPACT: 
 
Proposed Cost and Budgeted Amount: 2008 $34,500 
Proposed Budget Amount:   2009 $46,500  
Proposed Budget Amount:   2010 $49,000 
 
The contract calls for the Town to pay $15,500 upon execution of the contract, which will 
be paid from the 2007-08 budget. The timing of future payments will also straddle fiscal 
years due to the scheduling of the event, which is typically held in October, the first 
month of the Town’s fiscal year. 
 
RECOMMENDATION: 
 
The Shakespeare Festival has brought larger groups to Addison each year it has been held 
in Addison Circle Park. The event enhances Addison’s reputation as being a destination 
for quality events and artistic performances and staff recommends approval of the 
contract. 
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STATE OF TEXAS   § 
§  CONTRACT FOR SERVICES 

COUNTY OF DALLAS  § 

This Contract for Services (the “Contract”) is made and entered into as of the _________day of 
______________, 2008 by and between the Town of Addison, Texas (the “City”) and 
Shakespeare Dallas (“Shakespeare Dallas”) for the City’s sponsorship of the “Shakespeare in 
the Park” that is to be held in annually in Addison Circle Park from October 2008- October 2010.   

 
WITNESSETH: 

WHEREAS, Shakespeare Dallas is a private, non-profit organization established under the laws 
of the State of Texas for the purpose of promoting the cultural enrichment of the community 
through live, professional theatrical productions of superior quality based on the works of William 
Shakespeare; and 
 
WHEREAS, Shakespeare Dallas’ productions and work attract tourists to and encourages 
tourism in the City, and the City has an interest in attracting such tourists and promoting tourism 
to the area in order to receive the economic benefits associated therewith; and 

 
WHEREAS, it is the City’s desire to encourage and promote the arts, including visual, theatrical 
and musical arts; and 

 
WHEREAS, the City is authorized to expend revenues from its hotel occupancy tax for the 
encouragement, promotion, improvement, and application of the arts, and desires to encourage 
and promote the arts through the execution of this Contract for Services. 

 
NOW, THEREFORE, for and in consideration of the mutual covenants and agreements 
hereinafter set forth, the benefits flowing to each of the parties hereto, and other good and 
valuable consideration, the Town of Addison, Texas and Shakespeare Dallas do hereby 
contract, covenant and agree as follows: 

 
I.  TERM 

The term of this Contract and Agreement shall be from October 1, 2008 through October 31, 
2010.   

II.  SERVICES 

A. Shakespeare Dallas shall conduct and present a production entitled “The Merchant of 
Venice” (the “Show”) within the City on October 15, 16, 17, 18 and 19, 2008 in accordance and 
compliance with the terms and conditions hereof and all laws, ordinances, rules, regulations, 
standards, guidelines, and policies of the City or any other governmental authority having 
jurisdiction over the Show.  The Show shall be conducted within the Bowl area of Addison Circle 
Park located within the Addison Arts & Events District (the "Show Site"). 
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Similar productions will be held in 2009 and 2010 with dates and production titles mutually 
approved by the City and Shakespeare Dallas no later than October 15, 2008 for the 2009 
production and October 15, 2009 for the 2010 production (for each such year, the “Show” will 
refer to the production as mutually approved). 

B. In connection with its conducting and presenting the Show held annually, Shakespeare 
Dallas shall provide the City with all the following for each such Show: 

(a) A listing of the City logo as a sponsor of the Show on collateral pieces, including but not 
limited to posters, fliers, invitations, admission passes, tickets, brochures, programs, etc. 

 
(b) A listing of the City logo as a sponsor of the Show on all print, broadcast, outdoor and 

electronic advertising, including but not limited to newspaper ads, magazine ads, radio 
ads, billboards, newsletters, web communications, etc. 

 
(c) A listing of the City as a sponsor of the Show in all press releases, and other 

communications regarding the Show. 
 
(d) A listing of the City logo as a sponsor on all street banners and signs in connection with 

the Show. 
 
(d) The inclusion of the Addison logo on the Shakespeare Dallas web site 

(www.shakespearedallas.org) or any other web site of Shakespeare Dallas and a link to 
the City’s website (www.addisontexas.net). 

 
(e) Provide recognition of the Town of Addison from the stage at the Show. 
 
(f) Provide the City with placement of one banner display at the Show. 
 
(g) Provide the City with one full-page advertisement in the Shakespeare Dallas Playbill. 
 
(h) Provide the City with fifty (50) complimentary VIP admission and parking passes. 

 
(i) Submit detailed financial statements and program results to the City within thirty (30) 

days after the end of Show listing the expenditures made by Shakespeare Dallas with the 
revenues received pursuant to this Contract. 

 
(j) Payment of all fees including but not limited to City services, electrical service, rental 

equipment and services, site preparation materials and Pavilion cleaning fees. 
 
With respect to the banner and advertisement described above, the City shall submit to 
Shakespeare Dallas the form and content of the same for its review and approval, which 
approval shall not be unreasonably withheld, conditioned, or delayed.  In the event Shakespeare 
Dallas fails to disapprove (with specific comments regarding the reasons for such disapproval) 
such banner and advertisement within five (5) days after the same is submitted (or resubmitted 
after modifications, as the case may be) to Shakespeare Dallas, such banner and 
advertisement shall be deemed approved.  The parties agree that the type of banners and 
advertisement provided for this same or similar event in the Town of Addison in years prior to 
this Agreement are acceptable. 
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C. The City shall provide to Shakespeare Dallas the following: 

(a) Compensation as outlined in Section III below (subject, however, to the City’s annual 
budgeting and appropriation of funds to pay such compensation as determined by the 
City in its sole discretion).   

 
(b) Display of banner(s) (as approved by the City, in the City’s sole discretion, and subject to 

availability) across Belt Line Road advertising the Show.  Such banner(s) shall be 
supplied by Shakespeare Dallas to the City no later than October 6, 2008 for display on 
October 7, 2008 through October 21, 2008.  Display dates for the 2009 and 2010 
productions will be determined by the City by January 1, 2009 for the 2009 production 
and by January 1, 2010 for the 2010 production. 

 
(c) Assistance with marketing and promotions, including but not limited to the following: 

 
a. Listing on the City’s website (www.addisontexas.net) with link to Shakespeare 

Dallas’ website (www.shakespearefestival.org). 
 

b. Listing on the City’s toll-free recording (1-800-ADDISON). 
 

c. Listing on the City’s calendar of events that is distributed for publicity purposes 
and printed on collateral, subject to the Town’s printing schedule and funding. 

 
d. Flier (provided by Shakespeare Dallas) insertion in the City’s September 2008, 

2009 and 2010 utility statements, subject to availability and to the City’s review 
and approval.   

 
(d) Provide Shakespeare Dallas with the Show Site for conducting the Show, provided 

Shakespeare Dallas has complied with the terms and conditions of this Contract. 
 

III.  COMPENSATION 

For the operation and provision of the services, projects and programs of Shakespeare in the 
Park in October 2008 as described herein, the City shall pay Shakespeare Dallas the sum of 
Thirty-four Thousand, Five Hundred and No 100 Dollars ($34,500.00).  Such sum shall be paid 
in two installments (the first in the amount of $15,500.00 payable upon execution of this 
Contract and the second in the amount of $19,000.00) payable upon completion of the Show 
and Show marketing and performance reports are received by the City. 
 
For the operation and provision of the services, projects and programs of Shakespeare in the 
Park in October 2009 as described herein, the City shall pay Shakespeare Dallas the sum of 
Forty-Six Thousand, Five Hundred and No 100 Dollars ($46,500.00).  Such sum shall be paid in 
two installments (the first in the amount of $15,500.00 payable January 1, 2009 and the second 
in the amount of $31,000.00) payable upon completion of the Show and Show marketing and 
performance reports are received by the City. 
 
For the operation and provision of the services, projects and programs of Shakespeare in the 
Park in October 2010 as described herein, the City shall pay Shakespeare Dallas the sum of 
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Forty-Nine Thousand and No 100 Dollars ($49,000.00).  Such sum shall be paid in two 
installments (the first in the amount of $15,500.00 payable January 1, 2010 and the second in 
the amount of $33,500.00) payable upon completion of the Show and Show marketing and 
performance reports are received by the City. 
 
Notwithstanding the above or any other provision of this Agreement, all such compensation and 
any other payments (if any) by the City under this Agreement are subject to the annual 
budgeting and appropriation of funds by the City to pay such compensation and to make such 
payments (if any) in its sole and absolute discretion. 
 

IV.  ASSUMPTION OF RESPONSIBILITY AND RISK; SHOW CANCELLATION 

In connection with the Show and this Contract, Shakespeare Dallas agrees to assume and does 
hereby assume all responsibility and liability for any and all damages or injuries of whatsoever 
kind or nature sustained by any person or property, whether real or asserted, by or from the 
performance of services hereunder by, or any act or omission of Shakespeare Dallas, its 
officials, officers, employees, agents, contractors, subcontractors, concessionaires, invitees, 
guests, or any other person acting by, through, or under the authority or direction of 
Shakespeare Dallas (together, "Responsible Parties").  Addison assumes, and shall have, no 
responsibility for any property placed by the Responsible Parties or any of them on the Show 
premises or the Show Site, and Shakespeare Dallas hereby RELEASES the City, its elected 
officials, its officers, employees, representatives, volunteers, and agents from any and all 
claims or liabilities of any kind or nature whatsoever for any loss, injury or damages 
whatsoever to persons or property that are sustained by reason of the occupancy of the 
Show Site under this Agreement. 
 
Further, Shakespeare Dallas does agree TO AND ASSUME ANY AND ALL RISKS with 
respect to any loss, harm, injury (including death), accident, incident, action, occurrence or 
activity which may occur in connection with WorldFest, and do hereby RELEASE, WAIVE, 
ACQUIT, AND FOREVER DISCHARGE the Town of Addison, Texas and the elected officials, 
the officers, employees, agents, representatives, and volunteers of the Town of Addison, Texas, 
individually or collectively, in both their official and private capacities (the Town of Addison, 
Texas and the elected officials, the officers, employees, agents, representatives, and volunteers 
of the Town of Addison being each an “Addison Person” and collectively the “Addison Persons”) 
from, and do COVENANT NOT TO SUE the Addison Persons (or any of them) for, any and all 
claims, liability, judgments, lawsuits, demands, harm, losses, damages, proceedings, actions, 
causes of action, fees, fines, penalties, expenses, or costs (including, without limitation, 
attorneys fees and court costs) whatsoever for or related to any illness or injury of any kind or 
nature whatsoever (including, without limitation, death), or any damage to or destruction of any 
property, or any other harm or loss whatsoever, (collectively, “Claims”), which Shakespeare 
Dallas or any of its officials, officers, employees, representatives, volunteers, agents, 
contractors, licensees, or invitees may sustain or suffer in connection with or related to the 
production and the use and occupancy of the Event Site, INCLUDING, WITHOUT LIMITATION, 
ANY AND ALL CLAIMS WHICH ARISE FROM, OR ARE ALLEGED OR FOUND TO HAVE 
BEEN CAUSED BY, IN WHOLE OR IN PART, THE NEGLIGENCE OR GROSS NEGLIGENCE 
OF ANY ADDISON PERSON, OR CONDUCT BY ANY ADDISON PERSON THAT WOULD 
GIVE RISE TO STRICT LIABILITY OF ANY KIND.  Further, without limiting any other 
provision of this Contract, Shakespeare Dallas shall DEFEND, INDEMNIFY, AND HOLD 
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HARMLESS the Town of Addison, Texas and all other Addison Persons from any such 
Claims. 
 
Should the Show be postponed or canceled due to an Act of God, public safety, public welfare 
consideration, or for any other reason whatsoever, as may be determined by the City in its sole 
discretion and opinion, Shakespeare Dallas hereby RELEASES the City, its officials, officer, 
employees and agents from any and all liability and claims for damages (including 
consequential damages) or injuries of any kind whatsoever which result from such 
postponement or cancellation.  In addition, neither party to this Contract shall be liable for 
damages caused by delay or failure to perform hereunder when such delay or failure to perform 
is due to terrorism, fire, acts of God, national emergency, war, civil disorder, labor dispute, 
inclement weather, any unavoidable casualties, or any causes beyond their respective control. 
 
The provisions of this Section IV shall survive the termination or expiration of this Contract. 
 

IV-A.  SHAKESPEARE DALLAS’ DEFENSE, INDEMNITY, AND 
HOLD HARMLESS OBLIGATION 

 
A. Shakespeare Dallas covenants and agrees to FULLY DEFEND, INDEMNIFY AND 
HOLD HARMLESS the Town of Addison, Texas and the elected officials, the officers, 
employees, representatives, and volunteers of the Town of Addison, Texas, individually 
or collectively, in both their official and private capacities (the Town of Addison, Texas 
and the elected officials, the officers, employees, representatives, and volunteers of he 
Town of Addison, Texas being each an “Addison Person” and collectively the “Addison 
Persons”), from and against any and all claims, liability, judgments, lawsuits, demands, 
harm, losses, damages, proceedings, suits, actions, causes of action, liens, fees, fines, 
penalties, expenses, or costs, of any kind and nature whatsoever made upon any 
Addison Person, whether directly or indirectly, (the “Claims”), that arise out of, result 
from, or relate to:  (1) the work and services of Shakespeare Dallas as set forth in Section 
II of this Agreement; (2) representations or warranties by Shakespeare Dallas under this 
Agreement; and/or (3) any other act or omission under or in performance of this 
Agreement by Shakespeare Dallas, or any owner, officer, director, manager, employee, 
agent, representative, consultant, contractor, subcontractor, licensee, or concessionaire 
of Shakespeare Dallas, or any other person or entity for whom Shakespeare Dallas is 
legally responsible, and their respective owners, officers, managers, employees, 
directors, agents, and representatives.  SUCH DEFENSE, INDEMNITY AND HOLD 
HARMLESS SHALL AND DOES INCLUDE CLAIMS ALLEGED OR FOUND TO HAVE BEEN 
CAUSED IN WHOLE OR IN PART BY THE NEGLIGENCE OR GROSS NEGLIGENCE OF 
ANY ADDISON PERSON, OR CONDUCT BY ANY ADDISON PERSON THAT WOULD GIVE 
RISE TO STRICT LIABILITY OF ANY KIND.  However when Claims arise out of the co-
negligence of an Addison Person or Persons, Shakespeare Dallas’ liability under this 
clause shall be reduced by that portion of the total amount of the Claims (excluding 
defense fees and costs) equal to the Addison Person or Persons’ proportionate share of 
the negligence that caused the loss.  Likewise, Shakespeare Dallas’ liability for Addison 
Person’s defense costs and attorneys’ fees shall be reduced by that portion of the 
defense costs and attorneys’ fees equal to Addison Person or Persons’ proportionate 
share of the negligence that caused the loss. 
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B. Shakespeare Dallas shall promptly advise the Town of Addison in writing of any claim or 
demand against any Addison Person or Shakespeare Dallas related to or arising out of 
Shakespeare Dallas’s activities under this Agreement and shall see to the investigation and 
defense of such claim or demand at Shakespeare Dallas’s sole cost and expense.  The Addison 
Persons shall have the right, at the Addison Persons’ option and at own expense, to participate 
in such defense without relieving Shakespeare Dallas of any of its obligations hereunder. 
 
C. The provisions of this defense, indemnity, and hold harmless obligation shall survive the 
termination or expiration of this Agreement. 
 
D. Shakespeare Dallas agrees to reimburse the City for all sums which the City may pay or 
may be paid on behalf of the City or which the City may be compelled to pay in settlement of 
any Claims, including without limitation any claim under the provisions of any workers 
compensation law or other similar law, or under any plan for employee benefits which the City 
may have or adopt.  The provisions of this paragraph shall survive the termination or expiration 
of this Contract. 

 
V. INSURANCE 

Shakespeare Dallas shall carry insurance, throughout the length and term of this Contract, with 
responsible insurance companies qualified to do business in the State of Texas, in the minimum 
types and amounts set forth in Section 67-16 of the Code of Ordinances of the City, a true and 
correct copy of which is attached hereto as Exhibit “B” and incorporated herein (with the addition 
that the requirement for commercial general liability shall also include coverage for death); 
provided, however, that the City Manager may waive the requirement of any of such insurance 
where, in the sole opinion of the Manager, such insurance is not necessary to cover or protect a 
function or purpose of this Agreement.  Certified copies of all such policies shall be delivered to 
the City no later than September 30 in years 2008, 2009, and 2010. 
 

VI. TERMINATION 

This Contract may be canceled and terminated by either party upon giving at least thirty (30) 
days written notice of such cancellation and termination to the other party hereto.  Such notice 
shall be sent certified mail, return receipt requested, and to the most recent address shown on 
the records of the party terminating the Contract.  The thirty (30) days period shall commence 
upon deposit of the said notice in the United States mail and shall conclude at midnight of the 
30th day thereafter.  In the event of such cancellation and termination and if Shakespeare 
Dallas has failed at the time of such cancellation and termination to provide all of the services 
set forth herein, Shakespeare Dallas shall promptly refund to the City that portion of funds paid 
to Shakespeare Dallas under the terms of this Contract for which it has not received services 
(as determined by the City) under this Agreement.  Except as set forth herein, upon payment or 
tender of such amount, all of the obligations of Shakespeare Dallas and the City under this 
Contract shall be discharged and terminated and no action shall lie or accrue for additional 
benefit, consideration or value for or based upon the services performed under or pursuant to 
this Contract. 

 
VII.  CONFLICT OF INTEREST 
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(a) No officer or employee of the City shall have any interest or receive any benefit, direct or 
indirect, in this Contract or the proceeds thereof.  This prohibition is not intended and should not 
be construed to preclude payment of expenses legitimately incurred by City officials in the 
conduct of the City’s business. 

 
(b) For purposes of this section, “benefit” means anything reasonably regarded as an 
economic advantage, including benefit to any other person in whose welfare the beneficiary is 
interested, but does not include contributions or expenditures made and reported in accordance 
with any law. 

 
VIII.  ACCOUNTING 

Prior to adopting its annual budget, Shakespeare Dallas shall submit for the City’s review a 
budget showing the use of the City’s funds provided pursuant to this Contract, and Shakespeare 
Dallas shall make such periodic reports to the City, as provided for herein, listing the 
expenditures made by Shakespeare Dallas from the funds provided by the City.  The approval 
of Shakespeare Dallas’s annual budget creates a fiduciary duty in Shakespeare Dallas with 
respect to the funds provided by the City under this Contract. 

 
Funds received hereunder from the City may be spent for day-to-day operations, supplies, 
salaries and other administrative costs provided that such costs are necessary for the promotion 
and encouragement of the purposes for which the funds may be used as described herein. 
 
Shakespeare Dallas shall maintain complete and accurate financial records of all of its 
revenues, including, without limitation, each expenditure of revenue received pursuant to this 
Contract.  By the thirtieth (30th) day after the close of the Show, Shakespeare Dallas shall 
provide the City a detailed financial report for the Show, in form and content acceptable to the 
City, listing the expenditures made by Shakespeare Dallas of the funds paid to Shakespeare 
Dallas under this Agreement.  The City shall have the right to audit the books and records of 
Shakespeare Dallas relating to this Contract and the services provided by Shakespeare Dallas 
hereunder upon providing Shakespeare Dallas with ten (10) days prior notice thereof, and for 
that purpose Shakespeare Dallas shall provide all of such books and records for such audit at 
its offices located at the address set forth below in Section XX, Notices. 
 

IX.  INDEPENDENT CONTRACTOR 

In performing services under this Contract, the relationship between the City and Shakespeare 
Dallas is that of independent contractor, and the City and Shakespeare Dallas by the execution 
of this Contract do not change the independent status of Shakespeare Dallas.  No term or 
provision of this Contract or action by Shakespeare Dallas in the performance of this Contract 
shall be construed as making Shakespeare Dallas the agent, servant or employee of the City, 
and nothing herein shall be construed to create a partnership, joint venture, joint enterprise, or 
agency relationship between the parties hereto. 

 
X. NON-ASSIGNABILITY 

Shakespeare Dallas may not and shall have no authority to assign, transfer, sell, pledge, or 
otherwise convey this Contract or any of the rights, duties or responsibilities hereunder without 
obtaining the prior written approval of the City.  Any such assignment, transfer, sale, pledge, or 
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other conveyance in violation hereof shall entitle the City to immediately terminate this Contract, 
and upon such termination all funds paid to Shakespeare Dallas shall be promptly reimbursed to 
the City. 
 

XI.  NO PARTNERSHIP OR JOINT VENTURE 

Nothing contained in this Contract shall be deemed to constitute that the City and Shakespeare 
Dallas are partners or joint venturers with each other or to constitute a joint enterprise. 

 
XII.  COPYRIGHT; MARKS 

Shakespeare Dallas assumes full responsibility for complying with all United States laws and 
treaty terms pertaining to intellectual property issues and any applicable regulations, including 
but not limited to the assumption of all responsibilities for paying all royalties which are due for 
the use of domestic or foreign copyrighted works in Shakespeare Dallas’, transmissions or 
broadcasts, and Shakespeare Dallas, without limiting any other indemnity given by 
Shakespeare Dallas as set forth herein, agrees to DEFEND, INDEMNIFY, AND HOLD 
HARMLESS the City, its officials, officers, employees, and agents, for any liability, claims or 
damages (including but not limited to court costs and reasonable attorney’s fees) growing out of 
Shakespeare Dallas’s infringement or violation of any statute, treaty term or regulation 
applicable to intellectual property rights, including but not limited to copyrights. 
 
In connection with the Show, each party grants to the other party a non-exclusive, non-
transferable, royalty-free right and license to reproduce, publish and display, in accordance with 
and subject to the terms and conditions of this Contract and solely for the limited purposes set 
forth herein, the party's trademarks, service marks, logos, or other content (together, "Marks") 
provided in connection with advertising of the Show as described herein.  Such reproduction, 
publication, display or use shall be subject to the approval of the party which is the owner of the 
Logos.  Except for the express license rights granted herein, all right, title and interest in and to 
the Marks shall remain in the respective party who owns the Marks.  Neither party hereto shall 
copy, distribute, reproduce, display, or use any Marks except as expressly permitted under this 
Agreement.  Each party hereto acknowledges the other party's rights and interests in and to 
such other party's Marks and agrees not to claim any right, title or interest in or to such Marks or 
to at any time challenge such other party’s rights in or to such Marks for any reason whatsoever.  
All use of either party’s Marks or the goodwill generated thereby shall inure to the benefit of the 
respective party which owns such Marks. 
 
Each party hereto represents that its execution and delivery of this Agreement, and its 
performance hereunder, will not violate or conflict with (i) any other contract or agreement to 
which it is a party, or (ii) the intellectual property rights or other rights of any third party. 
 

XIII.  NON-DISCRIMINATION 

During the term of this Contract, Shakespeare Dallas agrees that it shall not discriminate against 
any employee or applicant for employment because of race, age, color, sex or religion, ancestry, 
national origin, place of birth, or handicap. 

 
XIV.  LEGAL COMPLIANCE 
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Shakespeare Dallas shall observe and abide by all applicable federal laws, state statutes and 
the Charter and Ordinances of the City, and all rules and regulations of any lawful regulatory 
body acting thereunder in connection with the services performed. 

 
XV.  APPLICABLE LAWS 

 
This Contract is made subject to the provisions of the Charter and ordinances of the City, as 
amended, and all applicable state and federal laws. 

 
XVI.  VENUE 

 
The validity of this Contract and of any of its terms or provisions, as well as the rights and duties 
of the parties hereto, shall be governed by the laws of the State of Texas, without reference to 
its conflict of laws provisions.  Venue for any action or claim brought on or under this Contract 
shall lie exclusively in Dallas County, Texas. 

 
XVII.  COUNTERPARTS 

This Contract may be executed in any number of counterparts, each of which shall be deemed 
an original and constitute one and the same instrument. 

 
XVIII. GOVERNING LAW 

This Contract shall be governed by and construed in accordance with the laws and court 
decisions of the State of Texas. 

 
XIX. NO WAIVER; SURVIVABILITY; NO THIRD PARTY BENEFICIARIES 

The failure by either party to exercise any right, power, or option given to it by this Contract, or to 
insist upon strict compliance with the terms of this Contract, shall not constitute a waiver of the 
terms and conditions of this Agreement with respect to any other or subsequent breach thereof, 
nor a waiver by such party of its rights at any time thereafter to require exact and strict 
compliance with all the terms hereof.  The rights or remedies under this Contract are cumulative 
to any other rights or remedies, which may be granted by law. Any rights, remedies, duties, or 
obligations either party may have with respect to the other arising out of the performance of or in 
connection with this Contract shall survive the cancellation, expiration or termination of this 
Contract. 
 
This Contract is solely for the benefit of the parties hereto and is not intended and shall not be 
construed to create or to grant any rights, duties, or obligations, contractual or otherwise, to any 
third person or entity. 

 
XX.  NOTICES 

 
All notices, communications and reports, required or permitted under this Contract shall be 
personally delivered or mailed to the respective parties using certified mail, return receipt 
requested, postage prepaid, at the addresses shown below.  The City and Shakespeare Dallas 
agree to provide the other with written notification within five (5) days, if the address, provided 
below, is changed.  Mailed notices shall be deemed communicated on the date shown on the 
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return receipt.  If no date is shown, the mailed notice shall be deemed communicated on the fifth 
(5th) day after mailing. 

 
The City’s address: 

Assistant City Manager 
Town of Addison 
Post Office Box 9010 
Addison, Texas  75001-9010 

Shakespeare Dallas’ address: 

Executive and Artistic Director 
Shakespeare Dallas 
3630 Harry Hines Blvd., 4th Floor 
Dallas, Texas 75219 

 
XXI.  LEGAL CONSTRUCTION; SEVERABILITY 

 
The terms of this Contract are severable, and if any article, clause, paragraph, section or other 
portion of this Contract shall be found to be illegal, unlawful, unconstitutional or void for any 
reason, the balance of the Contract shall remain in full force and effect and the parties shall be 
deemed to have contracted as if said clause, section, paragraph or portion had not been in the 
Contract initially. 

 
XXII.  AUTHORITY TO EXECUTE CONTRACT 

 
The undersigned officers and/or agents of the parties hereto are the properly authorized officials 
and have the necessary authority to execute this Contract on behalf of the parties hereto, and 
each party hereby certifies to the other that any necessary resolutions or other act extending 
such authority have been duly passed and are now in full force and effect. 

 
XXIII.  ENTIRE AGREEMENT 

 
This Agreement represents the entire and integrated agreement between the City and 
Shakespeare Dallas and supersedes all prior negotiations, representations and/or agreements, 
either written or oral.  This Agreement may be amended only by written instrument signed by 
both the City and Shakespeare Dallas 

 
IN WITNESS THEREOF, the parties hereto have caused this agreement to be signed by their 
proper corporate officers as first above specified, and have caused their proper corporate seal 
to be hereto affixed the day and year first above written. 
 
 
 

TOWN OF ADDISON, TEXAS 
 

By:       
 Chris Terry, Assistant City Manager 
 
 

SHAKESPEARE DALLAS  
 

By:       
             
Its:       
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Economic Indicators

North Dallas / 
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For the period ended June 30, 2008

Status of Current Contracts

Type of Service

Key Maintenance Contracts
Contract Vendor/Contractor Project Manager Contract Amount Paid Amount YTD % of Contract Status Comments

General Services - HVAC Maintenance Brothers A/C & Heating $89,652 $75,280 84%
General Services - Janitorial Services Jani-King of Dallas $102,480 $74,938 73%
Parks Mowing Blade Turner $146,000 $128,558 88% New Contract Began 2/1/08
Street Sweeping Sweeping Services of Texas $53,000 $34,931 66% Contract expires 9/30/08
Solid Waste Pick-Up Waste Management $224,160 $142,775 64%

Key Construction Contracts
Contract Vendor/Contractor Contract Amount* Paid Amount YTD % of Contract Status Comments

Airport Paving Improvements Northstar $770,000 $684,341 89% 100% Final Payment paid June 08

Key Service Contracts
Contract Vendor/Contractor Contract Amount** Paid Amount YTD % of Contract Status Comments

Legal Services Cowles and Thompson $466,500 $416,589 89% Legal fees typically run high 
through midyear

Investment Services First Southwest $49,000 $29,702 61%
Advertising Services Krause $948,430 $548,956 58%
Sponsorship Services PPI and Cavanaugh $86,000 $83,750 97%
Airport Management Washington Staubach $1,014,670 $809,332 80%

*Includes all change orders
**Because contract amounts are based on different variables (hourly rate, percentage of funds invested, etc), contract amount represents amount 
budgeted for 2008 fiscal year

Completed
No issues
Some issues
Major issues

iii
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To:  Ron Whitehead, City Manager 
 
From:  Ryan L. Adams, Director 
  Jason L. Cooley, Strategic Services Manager 
 
Re:  Third Quarter FY 2008 Financial Report 
 
Date:  September 23, 2008 
 
 
 
GENERAL FUND 

 With three-quarters of the year elapsed, revenues totaled $23.6 million, which is roughly 
$1.1 million , or 5% more than received this time a year ago. 

 Sales tax through June is up 2.9%, compared to 3.9% recorded by Dallas County and 
5.2% enjoyed by the State of Texas. 

 Through nine months, operating expenditures total almost $18.5 million, which is 63.6% of 
budget and $1.47 million more than spent this time last year. Much of the increase is 
attributed to the extensive scope of maintenance projects that were included in the 2008 
budget. 

 
HOTEL FUND 

 Revenues through the third quarter totaled $5.1 million, a decline of $394k from last year. 
The reduction is due to falling hotel occupancy taxes caused by an anemic business travel 
market. 

 Operating expenditures amounted to $4.9 million, up $201k from last year at the same 
time. 

 
AIRPORT FUND 

 Operating revenue through nine months totaled $2.7 million, a 3.1% decline from last year. 
Income from rentals is down $17k and fuel flowage fees are down $71k. Although the 
decline in income is relatively minor, there is continuing concern that rising fuel prices and 
current economic conditions will continue dampen general aviation travel. 

 Year-do-date operating expenses amounted to $2.3 million, contributing to net income of 
$407k. However, with the retirement of debt and capital expenditures, working capital 
(fund balance) declined $691k through June. 

 
UTILITY FUND 

 Operating revenues through the third quarter total nearly $5.4 million, which represents a 
9% decline from a year ago. The decline is directly related to the reduced volume of water 
sold to Addison’s customers. Operating expenses total $4.4 million, a slight increase of 
$6k from a year ago. 

 Net income of $742k combined with the influx of $6.3 million in bond proceeds, offset debt 
service and capital expenses to fund a $5.4 million increase in working capital. 

Department of 
Financial & Strategic Services 
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CASH AND INVESTMENT REPORT 

 Cash for all funds as of June 30, 2008 totaled $76.1 million, a net increase of $31.6 million 
from last quarter. The increase is primarily due to the receipt of $28 million in bond 
proceeds from the Series 2008 sale.  

 The Town’s average investment yield to maturity as of 06/30/08 was 2.835%, down 
significantly from the 3.665% of the previous quarter and 5.216% same time last year. The 
average weighted maturity decreased 46 days to 183 days. 

 Despite the decline in interest rates, the Town’s return is still significantly above the 
benchmark Texpool return due to the long-term investments made before the decline in 
interest rates. We concur with the investment strategy recommended by First Southwest 
and will continue to keep investments relatively short in the six to nine month range during 
this period of low interest rates. 

 



Budget Actual PY Actual Budget Actual PY Actual Budget Actual PY Actual Budget Actual PY Actual Budget Actual PY Actual
RESOURCES

Ad Valorem Tax 10,072$    10,088$    9,128$      -$             -$             -$             -$             -$             -$             -$             -$             -$             10,072$    10,088$    9,128$      
Non-Property Tax 11,699      8,627        8,382        5,200        3,548        3,919        -               -               -               -               -               -               16,899      12,174      12,301      
Franchise Fees 2,590        1,965        1,921        -               -               -               -               -               -               -               -               -               2,590        1,965        1,921        
Service/Permitting/License Fees 1,825        1,369        1,517        1,456        885           975           870           578           649           8,518        5,351        5,885        12,669      8,184        9,026        
Rental, Interest and Other Income 1,900        1,564        1,529        854           682           615           3,237        2,213        2,284        200           180           172           6,191        4,639        4,600        
Transfers and Other Sources -               -               -               -               -               -               -               -               -               6,278        6,278        -               6,278        6,278        -               

Total Resources 28,085      23,613      22,477      7,510        5,115        5,509        4,107        2,790        2,932        14,996      11,809      6,057        54,698      43,328      36,976      

APPLICATION OF RESOURCES
Personal Services 18,778      12,400      12,097      1,578        1,072        1,039        284           230           220           1,362        930           852           22,001      14,631      14,208      
Supplies and Materials 1,181        884           742           120           88             63             24             13             11             119           78             84             1,444        1,063        900           
Maintenance 3,476        1,473        899           540           286           290           1,766        960           854           486           243           147           6,268        2,961        2,190        
Contractual Services 4,494        2,824        2,425        4,287        2,620        2,596        1,611        1,105        1,132        5,023        3,141        3,302        15,415      9,690        9,455        
Capital Equipment Amortization 1,078        808           785           61             46             16             -               -               -               18             13             13             1,157        868           814           
Capital Equipment/Projects 15             62             35             318           108           179           988           883           552           1,751        -               156           3,072        1,052        922           
Transfers and Other Uses** -               -               -               700           700           530           389           292           290           2,623        1,967        1,957        3,711        2,959        2,777        

Total Application of Resources 29,022      18,450      16,983      7,604        4,920        4,713        5,060        3,482        3,058        11,382      6,372        6,511        53,069      33,224      31,265      

Net Change in Fund Balances (937)$       5,163$      5,494        (94)$         195$         796$         (953)$       (691)$       (126)$       3,614$      5,437$      (454)         1,629$      10,104$    5,710        

Notes:
* Totals may not exactly match due to rounding.
** Transfers and other uses includes interfund transfers and and retirement of debt in the Airport and Utility funds.

Utility Fund Total Major Operating Funds*

TOWN OF ADDISON
EXECUTIVE SUMMARY OF MAJOR OPERATING FUNDS FOR THE QUARTER ENDED JUNE 30, 2008

All Amounts Expressed in Thousands of Dollars

General Fund Hotel Fund Airport Fund

UNAUDITED ACTUAL AMOUNTS COMPARED TO THE 2008 ADOPTED BUDGET AND PREVIOUS YEAR ACTUAL FOR SAME PERIOD
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Amended YTD as % YTD as %
Category Budget 3rd Quarter Year-to-Date of Budget Year-to-Date of Budget

Advalorem taxes:
Current taxes 10,044,110$    (111,972)$        10,046,155$  100.0% 9,171,090$    97.8%
Delinquent taxes 3,450               (9,600)              4,057             117.6% (92,443)         -919.8%
Penalty & interest 24,130             22,044             37,376           154.9% 49,064           209.1%

Non-property taxes:
Sales tax 10,732,900      2,697,229        8,130,545      75.8% 7,889,369      76.4%
Alcoholic beverage tax 966,400           254,123           496,029         51.3% 492,579         53.1%

Franchise / right-of-way use fees:
Electric franchise 1,600,000        390,258           1,206,941      75.4% 1,233,484      73.9%
Gas franchise 225,000           (565)                 241,342         107.3% 231,325         102.8%
Telecommunication access fees* 631,800           178,049           408,752         64.7% 361,288         54.3%
Cable franchise 110,700           30,040             93,763           84.7% 80,792           73.0%
Wireless network fees 15,000             240                  8,240             54.9% 9,445             63.0%
Street rental fees 7,500               2,250               5,750             76.7% 4,633             57.9%

Licenses and permits:
Business licenses and permits 146,800           8,632               54,565           37.2% 98,753           66.0%
Building and construction permits 411,100           78,061             326,965         79.5% 497,361         132.5%

Intergovernmental revenue -                   -                       -                    0.0% -                    0.0%
Service fees:

General government 600                  173                  302                50.3% 821                91.2%
Public safety 724,700           179,331           551,366         76.1% 513,818         74.4%
Urban development 4,600               2,466               7,881             171.3% 5,080             108.3%
Streets and sanitation 296,900           83,702             230,358         77.6% 225,296         83.1%
Recreation 58,400             30,762             61,768           105.8% 52,469           76.1%
Interfund 181,650           45,414             136,242         75.0% 123,759         75.0%

Court fines 1,143,000        291,982           896,350         78.4% 894,987         85.8%
Interest earnings 561,000           132,253           429,941         76.6% 404,867         82.6%
Rental income 146,500           30,250             115,708         79.0% 107,120         74.4%
Other 49,000             76,459             122,245         249.5% 122,386         326.4%

Total Revenues 28,085,240$    4,411,581$     23,612,641$ 84.1% 22,477,343$  83.9%

NOTES:
* Telecommunication fees are due 45 days following the end of the quarter. Third quarter report completed prior to deadline

which explains disparity compared to previous year.

2007-08 FY 2006-07

TOWN OF ADDISON
GENERAL FUND

FY 2008 QUARTERLY STATEMENT OF REVENUES COMPARED TO BUDGET
With Comparative Information from Prior Fiscal Year
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Amended YTD as % YTD as %
Category Budget 3rd Quarter Year-to-Date of Budget Year-to-Date of Budget

General Government:
City manager 1,379,920$      297,470$         900,136$       65.2% 838,620$       70.4%
Financial & strategic services 1,032,450        247,039           574,501         55.6% 603,298         62.7%
General services 959,620           258,838           577,747         60.2% 497,238         63.9%
Municipal court 457,320           105,409           306,887         67.1% 294,288         69.1%
Human resources 450,730           98,951             229,482         50.9% 278,851         68.6%
Information technology 1,413,200        215,838           767,865         54.3% 748,862         67.8%
Combined services 987,550           248,101           605,505         61.3% 450,812         59.9%
Council projects 306,380           56,343             260,248         84.9% 252,070         86.3%

Public safety:
Police 7,435,230        1,565,052        4,960,261      66.7% 4,620,665      67.3%
Emergency communications 1,057,820        198,613           723,985         68.4% 714,544         72.7%
Fire 6,168,000        1,289,936        4,135,768      67.1% 4,047,463      69.9%

Development services 937,680           187,867           645,784         68.9% 536,803         68.5%
Streets 2,129,910        345,935           1,158,327      54.4% 883,253         51.8%
Parks and Recreation:

Parks 2,637,690        637,841           1,650,300      62.6% 1,409,346      54.8%
Recreation 1,668,770        364,416           953,300         57.1% 807,974         63.0%

OTHER FINANCING USES
Parking lot long-term lease -                   -                       -                    0.0%

Total Expenditures 29,022,270$    6,117,650$     18,450,096$ 63.6% 16,984,087$  65.6%

NOTES:
  1) N/A - Not Applicable

TOWN OF ADDISON
GENERAL FUND

FY 2008 QUARTERLY STATEMENT OF EXPENDITURES COMPARED TO BUDGET
With Comparative Information from Prior Fiscal Year

2007-08 FY 2006-07
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Amended YTD as % YTD as %
Category Budget 3rd Quarter Year-to-Date of Budget Year-to-Date of Budget

Revenues:
Hotel/Motel occupancy taxes 5,200,000$      954,997$         3,547,564$    68.2% 3,919,083$    78.8%
Intergovernmental -                   -                       -                    0.0% -                    0.0%
Proceeds from special events 1,456,000        677,008           885,455         60.8% 975,268         79.8%
Conference centre rental 516,000           163,930           403,880         78.3% 375,675         75.1%
Theatre centre rental 88,000             20,221             64,640           73.5% 66,552           82.2%
Interest and miscellaneous 250,000           78,631             213,919         85.6% 172,676         102.4%

Total Revenues 7,510,000       1,894,787      5,115,458    68.1% 5,509,254$    78.2%

Expenditures and other uses:
Visitor services 1,128,260        235,182           633,890         56.2% 582,688         66.2%
Marketing 1,216,480        336,532           746,283         61.3% 700,524         65.0%
Special events 2,771,440        1,000,457        1,600,039      57.7% 1,696,889      63.3%
Conference centre 1,097,370        221,335           700,743         63.9% 657,560         68.5%
Performing arts 690,440           205,130           539,004         78.1% 544,955         94.2%
Capital projects -                   -                       -                    0.0% -                    0.0%
Other financing uses:

Transfer to debt service fund 700,000           350,000           700,000         100.0% 530,033         75.0%
Total Expenditures and Other

7,603,990$     2,348,636$     4,919,959$   64.7% 4,712,649$    68.5%

NOTES:
  1) N/A - Not Applicable
  2) Amounts spent by special project:

Public Relations 716,770$         235,213$         482,905$       67.4% 512,339$       70.6%
Oktoberfest 525,000           14,399             45,667           8.7% 25,841           4.9%
Kaboom Town 197,500           27,358             27,550           13.9% 64,988           34.3%
Calendar 50,000             -                       44,030           88.1% 44,094           98.2%
Hotel Support Program 260,000           73,176             149,791         57.6% 197,599         76.0%
Taste Addison 635,000           554,405           633,468         99.8% 624,703         96.0%
International festival (prior year Italia) 20,000             -                       965                4.8% 56,339           57.7%
Jazz Festival 198,100           114,961           170,006         85.8% 183,908         74.1%
Shakespeare Festival 31,000             -                       18,762           60.5% 17,950           57.9%
Summer Jazz Festival 40,000             25,026             25,240           63.1% 21,807           58.5%
Cinema in the Circle 20,000             13,000             14,140           70.7% 1,772             141.8%
Spoletto 35,000             -                       0.0% 13,374           66.8%
Weekend to Wipe Out Cancer 15,000             139                  308                2.1% 4,728             36.4%

                   TOTAL 2,743,370$     1,057,677$     1,612,832$   58.8% 1,769,442$    62.2%

TOWN OF ADDISON
HOTEL FUND

FY 2008 QUARTERLY STATEMENT OF REVENUES AND EXPENDITURES COMPARED TO BUDGET
With Comparative Information from Prior Fiscal Year

2007-08 FY 2006-07
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Amended YTD as % YTD as %
Category Budget 3rd Quarter Year-to-Date of Budget Year-to-Date of Budget

Revenues:
Intergovernmental grants 972,000$         244,922$         697,356$       71.7% 41,776$         5.6%
Interest income and other 100,000           (112,048)          112,705         112.7% 156,580         156.6%

      Total Revenues 1,072,000       132,874         810,061       75.6% 198,356        23.3%

Expenditures:
Personal services 8,000               885                  23,214           290.2% 17,391           217.4%
Design and engineering 15,000             475                  85,662           571.1% 21,782           48.4%
Construction and equipment: 2,514,000        394,776           1,346,335      53.6% 92,023           3.2%

       Total Expenditures 2,537,000$     396,136$        1,455,211$   57.4% 131,196$      4.4%

NOTES:
  1)  N/A - Not Applicable

Amended YTD as % YTD as %
Category Budget 3rd Quarter Year-to-Date of Budget Year-to-Date of Budget

Revenues:
Interest income and other -$                     6,795$             29,919$         N/A 27,528$         137.6%
Developer contributions -                       -                       -                    0.0% 184,247$       N/A
Transfer from street capital project fund -                       -                       -                    0.0% -                    0.0%

      Total Revenues -                      6,795             29,919         N/A 211,775        1058.9%

Expenditures:
  Personal services 1,000               295                  295                29.5% -                    0.0%
 Design and engineering 50,000             2,834               2,834             5.7% -                    0.0%
 Construction and equipment: -                       -                       -                    0.0% -                    0.0%
       Total Expenditures 51,000$          3,129$            3,129$          6.1% -$                 0.0%

NOTES:
  1)  N/A - Not Applicable

TOWN OF ADDISON
PARKS CAPITAL PROJECT FUND

TOWN OF ADDISON
STREET CAPITAL PROJECT FUND

FY 2008 QUARTERLY STATEMENT OF REVENUES AND EXPENDITURES COMPARED TO BUDGET
With Comparative Information from Prior Fiscal Year

2007-08 FY 2006-07

FY 2008 QUARTERLY STATEMENT OF REVENUES AND EXPENDITURES COMPARED TO BUDGET
With Comparative Information from Prior Fiscal Year

2007-08 FY 2006-07
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Amended YTD as % YTD as %
Category Budget 3rd Quarter Year-to-Date of Budget Year-to-Date of Budget

Revenues:
Interest earnings and other 60,000$           14,807$           66,534$         110.9% 78,091$         130.2%

Total Revenues 60,000            14,807           66,534         110.9% 78,091          130.2%

Expenditures and other uses:
Personal services 25,000             -                       12,500           0.0% 25,000           100.0%
Design and engineering 430,000           4,892               41,712           9.7% 56,373           28.2%
Arbitrage rebate -                       -                       56,681           N/A -                    
Construction and equipment -                       6,500               6,500             N/A 96,900           N/A

Total Expenditures 455,000$        11,392$          117,393$      25.8% 178,273$      79.2%

NOTES:
  1)  N/A - Not Applicable

Amended YTD as % YTD as %
Category Budget 3rd Quarter Year-to-Date of Budget Year-to-Date of Budget

Revenues:
Intergovernmental grants -$                     -$                     -$                  0.0% 72,847$         N/A
Interest earnings and other 20,000             3,117               13,714           68.6% 19,416           194.2%

Total Revenues 20,000            3,117             13,714         68.6% 92,263$        922.6%

Expenditures and other uses:
Personal services -                       -                       -                    0.0% -                    0.0%
Design and engineering 70,000             -                       -                    0.0% -                    0.0%
Construction and equipment -                       -                       -                    0.0% 86,332           N/A

Total Expenditures 70,000$          -$                    -$                 N/A 86,332$        N/A

NOTES:
  1)  N/A - Not Applicable

2007-08 FY

2007-08 FY 2006-07

TOWN OF ADDISON
2004 CAPITAL PROJECT FUND

FY 2008 QUARTERLY STATEMENT OF REVENUES AND EXPENDITURES COMPARED TO BUDGET
With Comparative Information from Prior Fiscal Year

2006-07

TOWN OF ADDISON
2002 CAPITAL PROJECT FUND

FY 2008 QUARTERLY STATEMENT OF REVENUES AND EXPENDITURES COMPARED TO BUDGET
With Comparative Information from Prior Fiscal Year
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Amended YTD as % YTD as %
Category Budget 3rd Quarter Year-to-Date of Budget Year-to-Date of Budget

Revenues:
Interest earnings and other 15,000$           2,506$             11,028$         68.6% 13,604           N/A

Total Revenues 15,000            2,506             11,028         73.5% 13,604$        N/A

Expenditures and other uses:
Bond sale costs -                       -                       -                    0.0% -                    N/A
Design and engineering -                       -                       -                    0.0% 6,719             N/A
Construction and equipment -                       -                       -                    0.0% 61,956           N/A

Total Expenditures -$                    -$                    -$                 0.0% 68,675$        N/A

NOTES:
  1)  N/A - Not Applicable

Amended YTD as % YTD as %
Category Budget 3rd Quarter Year-to-Date of Budget Year-to-Date of Budget

Revenues and other sources:
Interest earnings and other 175,000$         30,485$           30,485$         17.4% -$                  N/A
Bond proceeds 28,222,000      28,222,000      28,222,000    100.0% -                    N/A

Total Revenues 28,397,000      28,252,485    28,252,485  99.5% -$                 N/A

Expenditures and other uses:
Bond sale costs -                       -                       -                    0.0% -                    N/A
Design and engineering 250,000           -                       -                    0.0% -                    N/A
Construction and equipment -                       843,287           843,287         N/A -                    N/A

Total Expenditures 250,000$        843,287$        843,287$      337.3% -$                 N/A

NOTES:
  1)  N/A - Not Applicable

2007-08 FY 2006-07

TOWN OF ADDISON
2008 CAPITAL PROJECT FUND

FY 2008 QUARTERLY STATEMENT OF REVENUES AND EXPENDITURES COMPARED TO BUDGET
With Comparative Information from Prior Fiscal Year

2006-07

TOWN OF ADDISON
2006 CAPITAL PROJECT FUND

FY 2008 QUARTERLY STATEMENT OF REVENUES AND EXPENDITURES COMPARED TO BUDGET
With Comparative Information from Prior Fiscal Year

2007-08 FY
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Amended YTD as % YTD as %
Category Budget 3rd Quarter Year-to-Date of Budget Year-to-Date of Budget

Operating revenues:
Operating grants 50,000$           -$                     -$                  0.0% -$                  0.0%
Fuel flowage fees 835,000           197,148           552,155         66.1% 623,558         59.4%
Rental 3,012,000        797,864           2,136,569      70.9% 2,153,642      68.9%
User fees 35,000             11,293             25,490           72.8% 24,972           71.3%

    Total operating revenues 3,932,000        1,006,305        2,714,214      69.0% 2,802,172      66.0%

Operating expenses:
Town - Personal services 283,610           33,165             229,672         81.0% 219,777         77.2%
Town - Supplies 23,800             5,012               13,253           55.7% 11,281           50.6%
Town - Maintenance 176,970           8,275               23,715           13.4% 18,664           71.1%
Town - Contractual services 666,620           211,655           462,576         69.4% 382,888         67.0%
Grant - Maintenance 100,000           136,260           139,248         139.2% -                    0.0%
Operator operation & maintenance 1,488,720        288,033           796,695         53.5% 835,253         44.7%
Operator service contract 944,600           212,571           642,450         68.0% 748,896         76.1%

    Total operating expenses 3,684,320        894,971           2,307,609      62.6% 2,216,759      58.1%
    Net operating income 247,680           111,334           406,605         164.2% 585,413         137.5%

Non-Operating revenues (expenses):
Interest earnings and other 175,000           11,308             76,100           43.5% 130,227         167.0%
Interest on debt, fiscal fees & other (153,670)          (38,417)            (115,252)       75.0% (120,953)       75.0%

    Total non-operating
     revenues (expenses) 21,330             (27,109)            (39,152)         -183.6% 9,274             11.0%

Net income (loss) 269,010$        84,225$          367,453$      136.6% 594,687$      173.6%
(excluding depreciation)

CHANGES IN WORKING CAPITAL

Net income (excluding depreciation) 269,010$         84,225$           367,453$       136.6% 594,687         173.6%
Sources (uses) of working capital:

Retirement of long-term debt (235,000)          (58,750)            (176,250)       75.0% (168,750)       75.0%
Net additions to fixed assets with grants (200,000)          (149,660)          (150,000)       75.0% -                    0.0%
Other net additions to fixed assets (787,500)          (264,306)          (732,678)       0.0% (551,919)       39.1%

    Net sources (uses) of
     working capital (1,222,500)       (472,716)          (1,058,928)    86.6% (720,669)       44.0%

Net increase (decrease) in
 working capital (953,490)          (388,491)          (691,475)       72.5% (125,982)       9.7%
Beginning fund balance 1,346,060        1,390,519        1,693,503      125.8% 1,981,507      100.0%

Ending fund balance 392,570$        1,002,028$     1,002,028$   255.2% 1,855,525$    269.9%

NOTES:
1) Operating income and portions of operating expenses are underreported by one month due to transactions being

accounted for by operator one month and not reported to Town until following month.

2007-08 FY 2006-07

AIRPORT FUND
FY 2008 QUARTERLY STATEMENT OF  REVENUES, EXPENDITURES

AND CHANGES TO WORKING CAPITAL COMPARED TO BUDGET
With Comparative Information from Prior Fiscal Year
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Amended YTD as % YTD as %
Category Budget 3rd Quarter Year-to-Date of Budget Year-to-Date of Budget

Operating revenues:
  Water sales 4,186,000$      902,083$         2,489,596$    59.5% 2,627,801$    55.9%
  Sewer charges 4,272,000        999,226           2,796,639      65.5% 3,139,967      68.9%
  Tap fees 5,000               2,035               16,390           327.8% 8,900             178.0%
  Penalties 55,000             11,076             48,780           88.7% 107,955         196.3%
    Total operating revenues 8,518,000        1,914,420        5,351,405      62.8% 5,884,623      63.2%

Operating expenses:
  Water purchases 2,384,500        574,611           1,328,670      55.7% 1,426,357      55.0%
  Wastewater treatment 2,034,800        519,811           1,471,402      72.3% 1,513,214      70.4%
  Utility operations 2,589,040        510,997           1,605,104      62.0% 1,459,226      65.2%
    Total operating expenses 7,008,340        1,605,419        4,405,176      62.9% 4,398,797      63.0%
    Net operating income 1,509,660        309,001           946,229         62.7% 1,485,826      63.7%

Non-Operating revenues (expenses):
Interest income and other 200,000           56,212             179,999         90.0% 172,220         172.2%
Interest on bonded debt
 and fiscal charges (512,800)          (128,200)          (384,600)       75.0% (434,295)       75.0%

    Total non-operating
     revenues (expenses) (312,800)          (71,988)            (204,601)       65.4% (262,075)       54.7%

Net income (excluding depreciation) 1,196,860$     237,013$        741,628$      62.0% 1,223,751$    66.1%

CHANGES IN WORKING CAPITAL

    Net income (loss) 1,196,860        237,013           741,628         62.0% 1,223,751      66.1%

Sources (uses) of working capital:
  Retirement of long-term debt (2,110,000)       (527,500)          (1,582,500)    75.0% (1,522,673)    75.0%
Proceeds from sale of bonds 6,278,000        6,278,000        6,278,000      100.0% -                    N/A
  Net additions to fixed assets (1,751,000)       -                       -                    0.0% (155,893)       15.9%
    Net sources (uses) of
     working capital 2,417,000        5,750,500        4,695,500      194.3% (1,678,566)    55.8%

Net increase (decrease) in
 working capital 3,613,860        5,987,513        5,437,128      150.5% (454,815)       39.2%
Beginning fund balance 3,749,610        2,947,034        3,502,761      93.4% 3,742,232      98.8%

Ending fund balance 7,363,470$     8,934,547$     8,939,889$   121.4% 3,287,417$    125.0%

NOTES:
  1) N/A - Not Applicable

2) Purchases of water and wastewater treatment services are underreported by one to two months due to
prior year accruals and delay in receiving billings from Dallas Water Utilities.

2007-08 FY 2006-07

UTILITY FUND
FY 2008 QUARTERLY STATEMENT OF  REVENUES, EXPENDITURES

AND CHANGES TO WORKING CAPITAL COMPARED TO BUDGET
With Comparative Information from Prior Fiscal Year
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Monthly Cumulative Monthly Cumulative Monthly Cumulative Monthly Cumulative

October 970,520$     970,520$       0.8% 0.8% 0.0% 0.0% 3.0% 3.0%
November 760,005$     1,730,525$    -6.0% -2.3% 7.6% 3.2% 9.9% 6.0%
December 753,408$     2,483,933$    -2.8% -2.4% 6.7% 4.3% 7.4% 6.5%
January 1,342,045$  3,825,978$    20.1% 4.4% 3.4% 4.0% 4.8% 5.9%
February 832,902$     4,658,880$    6.4% 4.8% 9.7% 4.9% 9.2% 6.5%
March 774,436$     5,433,316$    -0.9% 4.0% 2.8% 4.6% 3.2% 6.0%
April 983,172$     6,416,487$    -9.1% 1.7% 0.3% 3.9% 1.4% 5.2%
May 867,541$     7,284,028$    17.7% 3.4% 6.2% 4.2% 8.0% 5.5%
June 846,518$     8,130,545$    -0.9% 2.9% 2.0% 3.9% 2.6% 5.2%
July
August
September

Budget 07-08: 10,732,900$  
Projected Year-End 10,800,000$  

% Change from
Prior Year

TOWN OF ADDISON
% Change from

2007-08 Collections
% Change from

Prior Year Prior Year

DALLAS COUNTY STATE OF TEXAS

TOWN OF ADDISON
Schedule of Sales Tax Collections

and Related Analyses
For the fiscal year ending September 30, 2008

Monthly Sales Tax Collections

$400,000

$600,000

$800,000

$1,000,000

$1,200,000

Octo
be

r

Nov
em

be
r

Dec
em

be
r

Ja
nu

ary

Feb
rua

ry
Marc

h
Apri

l
May

Ju
ne Ju

ly

Aug
us

t

Sep
tem

be
r

2008 FY
2007 FY
2006 FY

Rolling 12-Month Averages

-5%
0%
5%

10%
15%
20%

Ju
l-0

5
Oct-

05
Ja

n-06
Apr-

06
Ju

l-0
6

Oct-
06

Ja
n-07

Apr-
07

Ju
l-0

7
Oct-

07
Ja

n-08
Apr-

08

TOWN OF ADDISON DALLAS COUNTY STATE OF TEXAS

Compiled: 9/18/2008 Page 12



08 to 07 08 to 07
Number Percentage Amount Percentage % Diff. Amount Percentage % Diff.

Full Service
Marriott Quorum 535           14% 237,280$     18% -9% 729,570$     19% -4%
Intercontinental 532           13% 237,922       18% -6% 724,502       19% -5%
Crown Plaza 429           11% 155,795       12% 7% 454,773       12% 5%

1,496        38% 630,998       48% 2% 1,908,846    49% -4%

Extended Stay
Budget Suites 344           9% 9,791           1% -7% 23,288         1% -23%
Best Western 70             2% 17,341         1% -9% 51,704         1% -4%
Marriott Residence 150           4% 63,239         5% 18% 176,587       5% 6%
Summerfield Suites 132           3% 31,761         2% -6% 116,381       3% 5%
Homewood Suites 128           3% 41,567         3% -15% 130,219       3% -2%
Springhill Suites 159           4% 61,970         5% 4% 185,250       5% 4%

983           25% 225,670       17% -7% 683,429       18% -15%

Business Moderate
Marriott Courtyard Quorum 176           4% 78,280         6% -9% 239,407       6% -1%
LaQuinta Inn 152           4% 46,100         4% -8% 130,475       3% -3%
Marriott Courtyard Proton 145           4% 55,671         4% -3% 161,997       4% 2%
Holiday Inn Express 102           3% 42,724         3% 8% 117,869       3% 17%
Hilton Garden Inn 96             2% 51,769         4% 4% 142,945       4% 3%
Holiday Inn - Arapaho 101           3% 31,364         2% -17% 101,627       3% -6%
Comfort Inn 86             2% 12,229         1% -15% 36,795         1% -11%

858           22% 318,137       24% 4% 931,116       24% 1%

Economy
Motel 6 126           3% 20,183         2% 5% 56,566         1% 6%
Hampton Inn 159           4% 52,275         4% -5% 155,113       4% -1%
Quality Inn 115           3% 21,159         2% 8% 58,504         2% 13%
Comfort Suites 78             2% 22,716         2% 2% 66,109         2% 5%
Super 8 78             2% 9,082           1% 0% 25,809         1% -12%
Best Value 60             2% 4,400           0% 31% 11,693         0% 0%

616           16% 129,815       10% 0% 373,796       10% 2%

TOTAL 3,953       100% 1,304,619$ 100% -1% 3,897,186$ 100% -3%

YTD FY 08

TOWN OF ADDISON HOTEL OCCUPANCY TAX COLLECTION
Hotels By Service Type for the Quarter and Year-To-Date Ended June 30, 2008

With Comparisons to Prior Year

Rooms 3rdd Quarter FY 08
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TOWN OF ADDISON
INTERIM STATEMENT OF CASH RECEIPTS AND DISBURSEMENTS

For the Quarter Ending June 30, 2008
          

Balance Quarter Quarter Balance
Fund 3/31/2008 Receipts Disbursements 6/30/2008

General Fund 16,344,204$    5,284,610$               7,201,093$               14,427,721$             
Special Revenue Funds:
  Hotel 5,364,750        2,479,204                 2,243,302                 5,600,652                 
  Public Safety 63,167             8,763                        28,282                      43,648                      
  Muncipal Court 467,323           315,486                    267,812                    514,997                    
  Arbor 158,496           17,837                      709                           175,624                    
Debt Service Funds:
  G. O. Bonds 2,176,362        336,554                    306,004                    2,206,912                 
  Hotel Revenue Bonds 979,003           7,292                        -                                986,295                    
Capital Projects Funds:
  Streets 3,134,416        132,875                    376,388                    2,890,903                 
  Parks 912,866           6,796                        3,128                        916,534                    
  2002 G.O. Bonds 1,992,698        14,808                      11,393                      1,996,113                 
  2004 G.O. Bonds 418,366           3,116                        -                                421,482                    
  2006 G.O. Bonds 336,425           2,507                        -                                338,932                    
  2008 G.O. Bonds -                       28,252,485               843,286                    27,409,199               
Enterprise Funds:
  Utility 4,285,747        8,168,687                 1,694,049                 10,760,385               
  Airport 1,947,001        1,070,212                 1,522,991                 1,494,222                 
Internal Service Funds:
  Capital Replacement 3,352,034        204,863                    303,367                    3,253,530                 
  Information Services 2,561,611        127,946                    19,049                      2,670,508                 
      TOTAL - ALL FUNDS 44,494,469$    46,434,041$            14,820,853$            76,107,657$            

Note:  Cash inflows and outflows represent revenues, expenditures, and investment transactions.

INVESTMENTS BY MATURITY AND TYPE
For the Quarter Ending June 30, 2008

Yield
Type % of Portfolio to Maturity Amount

Pools 30.75% 2.25% 23,663,310$             
Agencies 50.42% 3.01% 38,808,588               
Bank CD's 2.77% 5.23% 2,132,001                 
Commercial Paper 16.06% 3.00% 12,361,066               

Total Investments 100.00% 76,964,965              

Accrued Interest Earnings 305,653                    
Demand Deposits (1,162,961)                

      TOTAL 76,107,657$            





Investment Portfolio Summary

For the Quarter Ended

June 30, 2008

Prepared By
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Second Quarter of Calendar Year 2008 

Review 

MAJOR EVENTS 
The overriding theme of the second quarter was inflation, particularly a rapid rise in crude oil 
prices that shattered previous inflation-adjusted highs. Since the beginning of 2008, oil is up 44%. 
On a year-over-year basis, the increase is a stunning 114%. By the end of June, the ongoing 
weakness of the dollar combined with increasing global demand had driven prices above $140 
per barrel. The record oil prices pushed gasoline to all-time highs, which quickly gobbled up 
discretionary income, the essential ingredient to economic growth.   

But so far, high oil prices haven’t been able to reduce demand in a significant way, because there 
isn’t a ready substitute. Although there has been an encouraging reduction in the total number of 
miles Americans are driving in recent months, drivers are consuming nearly as much gas as they 
did three years ago when it cost half as much. As energy prices rise, so do production and 
shipping costs. In late May, Dow Chemical announced that huge increases in commodity prices 
would force the company to pass along some of its higher production costs to consumers. Dow’s 
projected 20% increase would be their biggest price jump in more than 100 years. Bloomberg 
reported that General Mills, Monsanto and Hershey could soon follow. Overall food prices are 
also rising at an alarming rate, up 5% year-over-year, the fastest rise since 1990.  And this 
inflationary pressure is on a global scale. In early June, CNN reported that European Central 
Bank President, Jean-Claude Trichet, said that the ECB was in a state of “heightened (inflation) 
awareness” and suggested that a rate increase could come as early as July. Trichet’s comment 
hammered an already reeling U.S. dollar that Bernanke had tried to jawbone higher only days 
earlier.     

Although record energy costs are clearly inflationary, they also make sustainable economic 
recovery difficult. Consumers are supposed to spend their way out of recessions. The 
government’s $140 billion dollar stimulus plan was intended to give them the means to do exactly 
that. However, rising gasoline prices have completely nullified any lasting advantage that the 
checks would have provided. Not only that, but unemployment is on the rise, the stock market is 
falling like a stone and consumer confidence is getting clobbered. The nation’s economic problem 
was highlighted by the Central Bank of Canada in April when it cut its’ key interest rate by a 
larger-than-expected 50 bps and reasoned that it was “now projecting a deeper and more 
protracted slowdown in the U.S. economy.” So, the Fed’s in a box. Its’ dual objectives both need 
major attention. The FOMC needs to simultaneously cut rates to stimulate anemic growth and 
raise rates to squelch inflation and prop up the dollar.   

During the quarter, Fed officials convinced the markets that their most pressing concern was 
inflation and as a result, short yields moved significantly higher. Some investors projected Fed 
rate hikes as soon as the August FOMC meeting and the bond market priced-in 75 bps of 
tightening before year end.  The two-year Treasury-note yield opened the quarter at 1.59% and 
reached an intraday high of 3.10% in mid-June even after what was likely a final 25 bp rate cut in 
April. But as the quarter drew to a close, economic releases proved especially bad, stocks 
plunged, bonds rallied in a classic flight-to-quality and difficult choices for the Fed got even 
tougher.           

THE FED   

Fed officials all talked tough on inflation during the quarter. This abrupt change in focus put an 
end to market anticipated rate cuts, and shifted expectations to aggressive rate hikes.  Some of 
the comments left little room for any interpretation other than that the Fed would take its inflation 
fighting role seriously. In late April, the Wall Street Journal suggested in a front-page story that 
the Fed might soon pause in its easing campaign. On April 30th, the FOMC cut rates once more 
to 2.0%, but by the end of May, Fed officials had a more pressing concern. Dallas Fed President 
Richard Fisher, a voting member of the FOMC, said in late May that "if inflation developments 
and more importantly, inflation expectations continue to worsen, I would expect a change of 
course in monetary policy to occur sooner rather than later, even in the face of an anemic 



Page 2 of 4 

economy" and added that he "...didn't know a single person on the FOMC that wasn’t concerned 
about inflation." Minneapolis Fed President, also a voting member, echoed Fisher's concerns 
claiming that inflation was "too high" and that the Fed would need to consider the timing and 
magnitude of any reversal in interest rate reductions. A couple of weeks later, Bernanke said that 
"...the latest round of increases in energy prices has added to the upside risk to inflation and 
inflation expectations.” That same day, Philly Fed President Charles Plosser told CNBC that the 
Fed would “need to act preemptively” to stem inflation and that it was “…clear that rates would 
have to rise”.  It’s hard to imagine a scenario in which the Fed would resume its easing campaign. 
The next move should be up.  
 
Summary of FOMC Monetary Policy Actions:  
 

1) April 30th – Fed cuts the target fed funds rate by 25 bps from 2.25% to 2.00%  
2) June 25th – Fed leaves monetary policy unchanged.  

HOUSING   
Both new and existing home sales have risen slightly from recent lows.  It’s possible that housing 
may have reached a bottom, but if this proves to be the case, it’ll likely be quite some time before 
any significant bounce occurs. There is simply too much inventory and not enough financially-
able, confident and credit-worthy buyers. The record home sales of recent years were fueled by 
historically low mortgage rates, lax lending standards, questionably innovative loan practices and 
brisk economic growth. All of these are now gone.  

Mortgage delinquencies have hit an all-time high and the total number of foreclosed homes has 
now topped the million mark. The home vacancy rate rose to an all-time high of 2.9% and home 
values keep on falling. The April S&P Case-Shiller home-price index dropped by 15.3% over the 
past year and has declined in each of the past 16 months. Thirty-year mortgage rates rose to an 
eight-month high of 6.57% in June - ironically this is a higher average lending rate than before the 
Fed starting cutting rates in September.  Since bloated inventories snuff out new construction, 
housing starts recently fell to their lowest level in more than 17 years, while single family building 
permits have plunged 41% from last year.  

Easier credit might spark sales and help move the massive inventory, but cautious lenders just 
aren’t cooperating. The Fed’s Senior Loan Officer Survey for April revealed that credit conditions 
were tightened further during the quarter, even after 225 basis points of easing in 2008. 
Surprisingly, 60% of lenders indicated they had tightened their standards on prime mortgages 
during the prior quarter. Housing could well be an anchor on economic growth for years to come.  

EMPLOYMENT  
The labor market weakened during the quarter and offered little hope of near-term improvement.  
Non-farm payrolls were negative for the sixth consecutive month, falling by a larger-than-
expected 62k in June, while significant downward revisions to prior months pushed payroll losses 
to 438k for the first half of 2008. By contrast, nearly 1.1 million jobs were created in 2007. The 
May unemployment rate jumped from 5.0% to 5.5%, the biggest single month increase in more 
than 22 years. Predictably, much of the reported job loss and rise in unemployment is 
concentrated in the feeble construction and manufacturing sectors.  

CONSUMER CONFIDENCE AND SPENDING  
The Conference Board's measure of consumer confidence plunged from 57.2 to 50.4 in June, the 
lowest point since February 1992, while the future expectations index reached an all-time record 
low for the series. The University of Michigan sentiment index fell for the fifth straight month in 
May to 56.4, the lowest since the 1980 recession. Surprisingly, both confidence surveys were 
taken in the midst of a period in which most Americans had already received or were expected to 
find rebate checks in their mailboxes. Still, there was plenty for consumers to fret over. 
Skyrocketing gasoline prices are a constant reminder of dwindling savings accounts.  
Supposedly, every penny of pump price increase takes $1.3 billion out of consumer pockets. With 
the average pump price up $1.14 since last year, a whopping $140 billion in spending power has 
virtually evaporated. As bad as that sounds, consumer woes weren’t restricted to petroleum. 
Tumbling home prices, rising unemployment and a stock market poised on the brink of an official 
bear market absolutely gouged household net worth in the second quarter. In fact, Merrill Lynch 
estimated that $1.2 trillion in stock market and home equity value was wiped out during the 
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quarter, while food and energy cost increases are sapping discretionary spending at an annual 
loss rate of $300 billion. So, there was little apparent incentive to spend those rebate checks. But 
despite a national savings rate below one percent, spend they did, as retail sales doubled 
forecasts and rose by a full 1.0% in May  

INFLATION  
Late spring floods in the Midwest dealt a cruel blow to corn prices, which closed the first half of 
2008 up 66% from the beginning of the year. Overall food prices jumped 0.9% in May – the 
largest one-month increase since January 1990. In the past 12 months, the overall price of food 
as jumped by 5%, also the biggest increase since 1990. There is little reason to expect a retreat 
in food prices in the near future. Likewise, the price of factory raw materials are on the rise. The 
prices paid index of the June ISM survey rose to 91.5, the highest since July 1979. Energy price 
increases are apparent to anyone who drives by the Exxon station, but related price increases 
are less evident. According to Business Week, major U.S. airlines will spend $60 billion on fuel 
this year, a 400% increase from 2000. Because of this, the major carriers are projected to lose an 
average of $60 per roundtrip passenger and are expected to lose a combined $7.2 billion this 
year. The airlines have responded with fare increases and new fees, along with reduced route 
options and fewer and fewer perks. 
 
Overall CPI and PPI continue to rise, but core inflation rates, which exclude food and energy 
prices are reasonably well behaved. Core CPI is up 2.3% through May, a bit lower than in 2007. 
A large part of the reason has to do with the drop in housing costs. The Fed has traditionally 
focused on the core rate of inflation. This habit has allowed them to cut rates aggressively in 2008 
in the face of rising commodity prices, but now many are questioning whether achieving well-
behaved core inflation should be the Fed’s objective, as persistent headline inflation would have a 
tendency to bleed through to the core over time. The Fed seems to have picked up on this notion 
and has been rattling its inflation-fighting saber.     

MARKET MOVEMENT 
 Short-term yields were very volatile during the quarter as expectations for additional rate cuts 

gave way to concerns about inflation. After closing Q1 at 1.49% the six-month T-bill yield fell 
as low as 1.39% before changing directions and climbing as high as 2.42%. The six-month T-
bill settled in to close the quarter at 2.16%, an increase of 67 bps. In similar fashion, the two-
year T-note yield, which opened the quarter at a very low 1.59%, climbed as high as 3.04% 
before sliding back to close the 2nd quarter at 2.62%, an increase of 103 bps.   

 The DOW followed up the first quarter’s 7.6% decline with another 7.4% drop and is now 
down 15% for the year. The S&P fell 3.2% and is now off almost 15% during 2008. The 
NASDAQ managed a slight gain of 0.6% in the second quarter but is still down nearly 12% 
for the year. Since the end of the quarter, the major indices have all fallen into official bear 
market territory, down more than 20% from the last October’s highs.  

 The TexPool average rate during the second quarter was 2.33%, down 122 bps from the 
prior quarter’s 3.55%. TexPool’s yield has now stabilized around 2.20% as Fed monetary 
policy is on hold for the time being.  

INTEREST RATES 

  Fed 
Funds 

3 mo  
T-bill 

6 mo  
T-bill 

2 yr  
T-note 

5 yr 
T-note 

10 yr  
T-note 

Last 3/31/08 2.25% 1.32% 1.49% 1.59% 2.44% 3.41% 

High   2.01% 2.42% 3.04% 3.76% 4.27% 

Low     1.08% 1.39% 1.59% 2.44% 3.41% 

End 6/30/08 2.00% 1.74% 2.16% 2.62% 3.33% 3.97% 
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PORTFOLIO ACTIVITY SINCE MARCH 31st : 

 The portfolio had two bonds called prior to maturity, the first for $1 million was called in April 
at a yield-to-call of 5.81%. The second for $1.5 million was called in May at a yield-to-call of 
5.22%. 

 Two blocks of commercial paper matured- $3 million in early May, and $3 million in late June. 

 During April and May we made five purchase totaling $9.5 million. Four of these were in non-
callable agency securities with maturities ranging from October 2008 through April 2009. We 
also made one purchase of American Express Credit commercial paper maturing in October 
2008. The purchases met our strategy of shortening the maturity horizon, while still adding 
incremental yield versus TexPool. The weighted average yield on these purchases was 
2.50%.  

 During June the Town received approximately $34 million in bond proceeds. Of this amount, 
$26.5 million was invested in a laddered portfolio of agency securities and commercial paper. 
Maturities were staggered in roughly even $3 million blocks from October 2008  through July 
2009. The remaining $7.5 million was placed in TexPool. The weighted average yield on 
these purchases was 2.80%. 

SUMMARY / OUTLOOK  

Predicting what the Fed will do (and when) is a huge challenge as the U.S. economy stumbles 
while global inflation rises. Fed officials have made no secret of their concern over mounting price 
pressures, but threatening to increase the funds target doesn’t equate to actually pulling the 
trigger. The housing sector, highly sensitive to interest rates, is still in the midst of what many 
would consider a severe recession. The DOW is fast approaching an official bear market with 
nearly a 20% decline and 2,800 point drop from the October 2007 highs. Consumer expectations 
are at their lowest point since the University of Michigan survey was created more than 50 years 
ago. Vehicle sales have just fallen to 15-year lows as light truck buyers have disappeared right 
along with $3 per gallon gasoline. Business payrolls have been negative for the past six months. 
The unemployment rate is nearing a four-year high. The ISM manufacturing survey has indicated 
contraction for much of 2008 and the non-manufacturing index slipped into contraction territory in 
June. If one considers the notion that the Fed keeps inflation in check by raising interest rates to 
slow the economy, then tightening monetary policy at this point is hard to fathom.  

The other side of the argument is that inflation expectations are a bigger problem than inflation 
itself. The Fed can try to control these expectations by talking a tough game and then following 
through with moderate tightening. A case could be made that by raising rates, the Fed might be 
able to ratchet down inflation premiums on the long end of the curve and indirectly lower fixed-
term mortgage rates, the opposite of what they’ve managed to achieve through 325 bps of 
easing. Another benefit to tightening the funds rate would be its positive effect on the dollar. A 
strengthening dollar should help rein in oil prices, which should lower gasoline prices and boost 
consumer discretionary income. Since consumer spending fuels GDP growth, the extra dollars 
could help spur economic growth.  

Both arguments probably make some sense, which is why there seems to be disagreement 
among the experts. Merrill, UBS, Lehman, Deutsche Bank, First Tennessee and Moody’s are  
among those firms still calling for rate cuts after a brief Fed pause. JP Morgan is the only Primary 
Dealer firm calling for a rate hike this year, although a number of lesser known firms had forecast 
tightening as well. The most likely direction for interest rates is higher, but the fragile economy will 
most likely postpone any rate hikes until sometime in 2009. In the meantime, the high degree of 
uncertainty should create significant market volatility and continued headaches for policy makers.      

PROJECTED STRATEGY FOR THE SECOND QUARTER 2008:  
Although the timing is very uncertain, it is likely that the next change in monetary policy will be an 
increase in the fed funds rate. However, that is not likely to occur until sometime in 2009. The 
short-end of the yield curve has become steeply sloped. This makes investments in the six to 
nine month range very attractive at yields well above the current TexPool rate. We will continue to 
focus on this area of the curve in order to position the portfolio for the expected rate hikes in 2009 
and take advantage of the aforementioned higher yields. 



 Town of Addison
FIXED INCOME DISTRIBUTION

June 30, 2008

Summary Information

Totals Weighted Averages
Par Value  76,974,310.63 Average YTM 2.835
Market Value  76,959,475.36 Average Maturity (yrs) 0.5
Adjusted Cost  76,964,964.33 Average Coupon (%) 2.504
Net Gain/Loss  -5,488.97 Average Duration 0.5
Annual Income  1,918,717.74
Number of Issues  26

Distribution by Maturity

% Bond Average Average Average
Maturity Number Mkt Value Holdings Y T M Coupon Duration

0 - 3 Months 6 33,155,481.07 43.1 2.412 2.213% 0.039

3 - 6 Months 7 18,088,187.75 23.5 2.734 1.142% 0.371

6 - 9 Months 3 5,950,533.00 7.7 2.852 1.776% 0.646

9 - 12 Months 5 10,365,987.50 13.5 2.895 3.744% 0.860

1 - 2 Years 8 5,171,844.31 6.7 4.275 5.229% 1.413

2 - 3 Years 2 4,227,441.73 5.5 4.650 5.265% 2.081
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Town of Addison
Portfolio Composition

June 30, 2008

Portfolio Composition by Security Type

Pools & 
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Town of Addison
Benchmark Comparison

June 30, 2008

Notes: 1.) Benchmark data for TexPool is the monthly average yield.
2.) CMT stands for Constant Maturity Treasury.  This data is published in Federal Reserve Statistical Release H.15 and

represents an average of all actively traded Treasury securities having that time remaining until maturity. This is a
standard industry benchmark for Treasury securities.

3.) The CMT benchmarks are moving averages. The 3-month CMT is the daily average for the previous 3 months, the
6-month CMT is the daily average for the previous 6 months, and the 1-year CMT is the daily average for the
previous 12-months.
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 Town of Addison
DETAIL OF SECURITY HOLDINGS

As of June 30, 2008

Security Security Settlement Maturity Next Call Purchase Purchase Market Market Accrued Days to Days to Yield to Yield to
Description CUSIP Coupon Date Date Date Par Value Price Cost Book Value Price Value Interest Maturity Next Call Maturity Next Call

Pooled Funds
TexSTAR texstar 2.247 17,643,217.67 100.000 17,643,217.67 17,643,217.67 100.000 17,643,217.67 0.00 1 2.247
TexPool texpool 2.263 6,020,092.40 100.000 6,020,092.40 6,020,092.40 100.000 6,020,092.40 0.00 1 2.263
GE Capital Services CP 36959RG82 0.000 01-10-08 07-08-08 1,500,000.00 98.000 1,470,000.00 1,498,833.33 99.954 1,499,316.00 0.00 8 4.138
FHLMC 3128X1VY0 3.690 02-26-08 08-13-08 3,000,000.00 100.465 3,013,950.00 3,003,549.41 100.126 3,003,780.00 42,435.00 44 2.672
FNMA 31359MYT4 4.500 02-20-08 08-15-08 2,000,000.00 100.882 2,017,640.00 2,004,484.75 100.219 2,004,375.00 34,000.00 46 2.660
FNMA Disc Note 313588G33 0.000 06-19-08 09-17-08 3,000,000.00 99.412 2,982,375.00 2,984,725.00 99.490 2,984,700.00 0.00 79 2.397
Toyota Motor Credit 89233GKM7 0.000 06-20-08 10-21-08 3,000,000.00 99.098 2,972,940.00 2,975,360.00 99.165 2,974,953.00 0.00 113 2.701
FHLB 3133XQTY8 2.200 04-29-08 10-29-08 2,000,000.00 99.942 1,998,840.00 1,999,239.34 99.875 1,997,500.00 7,577.78 121 2.317
American Express Credit CP 02581RKW2 0.000 05-05-08 10-30-08 3,000,000.00 98.700 2,960,988.33 2,973,480.83 99.054 2,971,635.00 0.00 122 2.702
GE Capital Services CP 36959RLK9 0.000 02-26-08 11-19-08 2,000,000.00 97.968 1,959,356.67 1,978,536.67 98.915 1,978,306.00 0.00 142 2.836
FHLB 3133XRCE8 2.220 06-19-08 11-21-08 4,000,000.00 99.860 3,994,400.00 3,994,833.55 99.875 3,995,000.00 9,866.67 144 2.551
FHLMC Disc Note 313396S53 0.000 01-08-08 12-08-08 2,000,000.00 96.734 1,934,675.00 1,968,800.00 98.880 1,977,600.00 0.00 161 3.679
FNMA 31359MTR4 3.375 06-19-08 12-15-08 2,185,000.00 100.381 2,193,324.85 2,192,766.76 100.375 2,193,193.75 3,277.50 168 2.585
FHLB 3133XPNE0 2.750 02-08-08 02-06-09 08-06-08 2,000,000.00 100.000 2,000,000.00 2,000,000.00 99.969 1,999,375.00 21,847.22 221 37 2.750 2.750
FFCB 31331XQM7 5.000 04-14-08 02-23-09 1,000,000.00 102.353 1,023,530.00 1,017,703.52 101.375 1,013,750.00 17,777.78 238 2.214
GE Capital Corp CP 36959HQG5 0.000 06-19-08 03-16-09 3,000,000.00 97.727 2,931,825.00 2,934,855.00 97.914 2,937,408.00 0.00 259 3.144
FHLB 3133X4ZC8 3.000 06-19-08 04-15-09 1,290,000.00 100.021 1,290,270.90 1,290,260.06 100.125 1,291,612.50 8,170.00 289 2.971
FHLB 3133XKLY9 4.750 06-19-08 04-24-09 1,000,000.00 101.476 1,014,760.00 1,014,186.80 101.531 1,015,312.50 8,840.28 298 2.968
FHLB 3133XQVZ2 2.520 04-28-08 04-28-09 2,000,000.00 100.000 2,000,000.00 2,000,000.00 99.719 1,994,375.00 8,820.00 302 2.520
FHLMC 3137EAAE9 5.250 06-20-08 05-21-09 3,000,000.00 102.053 3,061,587.00 3,059,564.74 102.062 3,061,875.00 17,500.00 325 2.967
FHLB 3133XRK90 3.000 06-19-08 06-18-09 3,000,000.00 99.990 2,999,700.00 2,999,709.89 100.094 3,002,812.50 3,250.00 353 3.010
FHLB 3133XGEQ3 5.250 05-13-08 08-05-09 1,500,000.00 103.259 1,548,885.00 1,543,542.98 102.500 1,537,500.00 31,937.50 401 2.534
FHLB 3133XJPB8 5.250 03-03-08 01-22-10 07-22-08 1,500,000.00 100.953 1,514,295.00 1,502,129.04 100.156 1,502,343.75 34,781.25 571 22 4.713 2.739
View Pt Bk CD VPB-CD 2010 5.200 04-05-07 04-05-10 2,000,000.00 100.000 2,000,000.00 2,000,000.00 100.000 2,000,000.00 282.61 644 5.234
View Pt Bk CD VPB-CD 2010 5.200 06-30-07 04-05-10 24,504.12 100.000 24,504.12 24,504.12 100.000 24,504.12 3.46 644 5.234
View Pt Bk CD VPB-CD 2010 5.200 09-30-07 04-05-10 26,534.88 100.000 26,534.88 26,534.88 100.000 26,534.88 3.75 644 5.234
View Pt Bk CD VPB-CD 2010 5.200 12-31-07 04-05-10 26,882.66 100.000 26,882.66 26,882.66 100.000 26,882.66 3.80 644 5.234
View Pt Bk CD VPB-CD 2010 5.200 03-31-08 04-05-10 26,866.18 100.000 26,866.18 26,866.18 100.000 26,866.18 3.80 644 5.234
View Pt Bk CD VPB-CD 2010 5.200 06-30-08 04-05-10 27,212.72 100.000 27,212.72 27,212.72 100.000 27,212.72 3.85 644 5.234
FHLMC 3128X6JR8 5.420 03-27-08 08-06-10 08-06-08 2,000,000.00 101.028 2,020,554.00 2,005,605.64 100.259 2,005,186.00 43,661.11 767 37 4.950 2.507
FHLMC 3128X5PV4 5.125 03-18-08 11-24-10 11-24-08 2,204,000.00 101.832 2,244,377.28 2,227,486.39 100.828 2,222,255.73 11,609.26 877 147 4.391 2.401

2.505 76,974,310.63 99.970 76,943,584.66 76,964,964.33 99.988 76,959,475.36 305,652.61 183 2.835

GRAND TOTAL 2.505 76,974,310.63 99.970 76,943,584.66 76,964,964.33 99.988 76,959,475.36 305,652.61 183 2.835

Page 5 of 11



 Town of Addison
Pooled Funds

INVESTMENT TRANSACTIONS
From 04-01-08 To 06-30-08

Settle Mature Call Unit
Date Security CUSIP Coupon Date Date Quantity Price Amount

PURCHASES
04-14-08 FFCB 31331XQM7 5.000 02-23-09 1,000,000 102.353 1,023,530.00

Accrued Interest 7,083.33
04-28-08 FHLB 3133XQVZ2 2.520 04-28-09 2,000,000 100.000 2,000,000.00
04-29-08 FHLB 3133XQTY8 2.200 10-29-08 2,000,000 99.942 1,998,840.00
05-05-08 American Express Credit CP 02581RKW2 0.000 10-30-08 3,000,000 98.700 2,960,988.33
05-13-08 FHLB 3133XGEQ3 5.250 08-05-09 1,500,000 103.259 1,548,885.00

Accrued Interest 21,437.50
06-19-08 FHLB 3133XRCE8 2.220 11-21-08 4,000,000 99.860 3,994,400.00
06-19-08 FNMA 31359MTR4 3.375 12-15-08 2,185,000 100.381 2,193,324.85

Accrued Interest 819.38
06-19-08 GE Capital Corp CP 36959HQG5 0.000 03-16-09 3,000,000 97.727 2,931,825.00
06-19-08 FHLB 3133X4ZC8 3.000 04-15-09 1,290,000 100.021 1,290,270.90

Accrued Interest 6,880.00
06-19-08 FHLB 3133XKLY9 4.750 04-24-09 1,000,000 101.476 1,014,760.00

Accrued Interest 7,256.94
06-19-08 FHLB 3133XRK90 3.000 06-18-09 3,000,000 99.990 2,999,700.00

Accrued Interest 250.00
06-19-08 FNMA Disc Note 313588G33 0.000 09-17-08 3,000,000 99.412 2,982,375.00
06-20-08 Toyota Motor Credit 89233GKM7 0.000 10-21-08 3,000,000 99.098 2,972,940.00
06-20-08 FHLMC 3137EAAE9 5.250 05-21-09 3,000,000 102.053 3,061,587.00

Accrued Interest 12,687.50
06-30-08 View Pt Bk CD VPB-CD 2010 5.200 04-05-10 27,213 100.000 27,212.72

33,057,053.45

CALLS
04-14-08 FHLMC 3128X1R90 4.000 10-14-08 04-14-08 1,000,000 100.000 1,000,000.00

Accrued Interest 20,000.00
05-20-08 FNMA 31359M2A0 5.200 11-20-09 05-20-08 1,500,000 100.000 1,500,000.00

Accrued Interest 39,000.00
2,559,000.00

MATURITIES
05-05-08 Morgan Stanley CP 61745AE54 0.000 05-05-08 3,000,000 100.000 3,000,000.00
06-25-08 Toyota Motor Credit 89233GFR2 0.000 06-25-08 3,000,000 100.000 3,000,000.00

6,000,000.00
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Council Agenda Item: #R6  

 
SUMMARY: 
Council approval is requested of an ordinance approving a negotiated resolution with the Atmos 
Energy Corp. Mid-Tex Division adopting new rate tariffs pursuant with the company’s rate review 
mechanism filing. 
 
FINANCIAL IMPACT: 
The new rates will marginally increase revenue received from the Atmos Gas franchise as well as 
the Town’s natural gas expenditures. The negotiated rates will increase the company’s revenue by 
1.24%. This increase is projected to increase the revenue to the Town by approximately $3,700. 
Most of the Atmos gas bill relates to the actual price of natural gas that is passed through by the 
company. The new rates only deal with the company’s operating expenses. The 2008-09 budget 
includes about $47,000 for natural gas purchases, the new rates would increase this amount by 
$400. Therefore, the net impact to the Town’s budget is a modest gain of $3,300. 
 
BACKGROUND: 
The Town is one of over 150 cities that are members of the Atmos Cities Steering Committee 
("ACSC"), which is responsible for reviewing and contesting rate increases filed by Atmos. In 
response to a rate increase request filed by Atmos in September2007, the ACSC negotiated a 
comprehensive settlement that not only approved a reduced rate increase, but established a new 
mechanism for reviewing annual rate filings by the company. Under the old method, Atmos would 
issue what is known as a GRIP (gas reliability infrastructure program) surcharge which excluded 
cities from reviewing the reasonableness of the surcharge. Under the negotiated settlement 
approved by the Addison Council in January 2008, the company now files a Rate Review 
Mechanism (RRM) which gives cities the ability to review and judge. In addition, Atmos and 
ACSC agreed to certain constraints on the magnitude of changes to expenses and invested capital 
under RRM. The agreement also freezes the Company’s rate of return on equity and its capital 
structure for purposes of the RRM filings to avoid the parent company manipulating Atmos’ 
overall rate of return. 

On April 14, 2008, Atmos filed with the Town an application to increase natural gas rates pursuant 
to the RRM tariff. The Company's April RRM filing sought a $33.5 million rate increase. 
Consultants employed by the ACSC analyzed the schedules and evidence offered by Atmos to 
support its request to increase rates. As a result of their study, the ACSC was able to negotiate 
rates that provide the Company $20 million, or $13.5 million less than the rates requested by the 
Company. These rates will be effective October 1, 2008. The monthly bill impact for the average 
residential customer is $0.81. 

RECOMMENDATION: 
A contested case proceeding before the RRC on the Company's current application will take 
several months and cost ratepayers millions of dollars in rate case expenses and would not likely 
produce a request more favorable than the negotiated rates. The ACSC Executive Committee 
recommends that ACSC members approve the negotiated tariff adjustments and Town staff 
concurs with this recommendation. 
 



  

 
OFFICE OF THE CITY SECRETARY     ORDINANCE NO.    
Page 1 of 3 

TOWN OF ADDISON, TEXAS 

ORDINANCE NO. ______________ 

AN ORDINANCE OF THE CITY COUNCIL OF THE 
TOWN OF ADDISON, TEXAS, ("CITY") APPROVING A 
NEGOTIATED RESOLUTION BETWEEN THE ATMOS 
CITIES STEERING COMMITTEE AND ATMOS ENERGY 
CORP., MID-TEX DIVISION ("ATMOS MID-TEX" OR 
"THE COMPANY") REGARDING THE COMPANY'S 
RATE REVIEW MECHANISM FILING IN ALL CITIES 
EXERCISING ORIGINAL JURISDICTION; DECLARING 
EXISTING RATES TO BE UNREASONABLE; ADOPTING 
TARIFFS THAT REFLECT RATE ADJUSTMENTS 
CONSISTENT WITH THE NEGOTIATED SETTLEMENT 
AND FINDING THE RATES TO BE SET BY THE 
ATTACHED TARIFFS TO BE JUST AND REASONABLE; 
APPROVING ATMOS' PROOF OF REVENUES;  
ADOPTING A SAVINGS CLAUSE; DETERMINING THAT 
THIS ORDINANCE WAS PASSED IN ACCORDANCE 
WITH THE REQUIREMENTS OF THE TEXAS OPEN 
MEETINGS ACT; DECLARING AN EFFECTIVE DATE; 
AND REQUIRING DELIVERY OF THIS ORDINANCE TO 
THE COMPANY AND LEGAL COUNSEL. 

WHEREAS, the Town of Addison, Texas (the "City") is a gas utility customer of Atmos 
Energy Corp., Mid-Tex Division ("Atmos Mid-Tex" or "the Company"), and a regulatory 
authority with an interest in the rates and charges of Atmos Mid-Tex; and 

 
WHEREAS, the City is a member of the Atmos Cities Steering Committee ("ACSC"), a 

coalition of more than 150 similarly situated cities served by Atmos Mid-Tex that have joined 
together to facilitate the review and response to natural gas issues affecting rates charged in the 
Atmos Mid-Tex service area (such participating cities are referred to herein as "ACSC Cities"); 
and 

 
WHEREAS, Atmos Mid-Tex and ACSC Cities have been in continuing disagreement, 

dispute, and litigation over the implementation of GRIP surcharges pursuant to Section 104.301 
of the Texas Utilities Code; and 

 
WHEREAS, as part of the negotiations to resolve Atmos Mid-Tex's 2007 rate case, 

ACSC Cities and the Company worked collaboratively to develop the Rate Review Mechanism 
("RRM") tariff that allows for an expedited rate review process controlled by ACSC Cities as a 
substitute to the current GRIP process instituted by the Legislature; and 

 
WHEREAS, the City took action earlier this year to approve a Settlement Agreement 

with Atmos Mid-Tex resolving the Company's 2007 rate case and authorizing the RRM Tariff; 
and 
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WHEREAS, on or about April 14, 2008, Atmos Mid-Tex filed with the City its first 

application pursuant to the RRM tariff to increase natural gas rates by approximately $33.5 
million, such increase to be effective in every municipality that has adopted the RRM tariff 
within its Mid-Tex Division; and 

 
WHEREAS, ACSC Cities coordinated its review of Atmos' RRM filing and designated a 

Negotiation Committee made up of ACSC representatives and assisted by ACSC attorneys and 
consultants to resolve issues identified by ACSC in the Company’s RRM filing; and 

 
WHEREAS, the Company has filed evidence that existing rates are unreasonable and 

should be changed; and 
 
WHEREAS, independent analysis by ACSC's rate expert concluded that Atmos is able 

to justify a rate increase of $19.8 million; and 
 
WHEREAS, the ACSC Executive Committee, as well as ACSC lawyers and consultants, 

recommends ACSC members approve the attached rate tariffs ("Attachment A" to this 
Ordinance) that will increase the Company's revenue requirement by $20 million; and 

 
WHEREAS, the attached tariffs implementing new rates and Atmos Mid-Tex's Proof of 

Revenues ("Attachment B" to this Ordinance) are consistent with the negotiated resolution 
reached by ACSC Cities (including but not limited to a reduction of the residential customer 
monthly charge to $7.00 per month) and are just, reasonable, and in the public interest; and 

 
WHEREAS, it is the intention of the parties that ACSC Cities receive the benefit of any 

Settlement Agreement that Atmos Mid-Tex enters into with other entities arising out of its RRM 
or any associated appeals of a decision entered by the Railroad Commission regarding the 
Company's request to increase rates.  The ACSC Cities’ acknowledge that the exercise of this 
right is conditioned upon the ACSC Cities’ acceptance of all rates, revenues, terms and 
conditions of any other Settlement Agreement or associated appeals arising out of the 
Company’s RRM filing in toto; and 

 
WHEREAS, the negotiated resolution of the Company's RRM filing and the resulting 

rates are, as a whole, is in the public interest. 
 
NOW, THEREFORE, BE IT ORDAINED BY THE CITY COUNCIL OF THE 

CITY OF _________________, TEXAS: 
 
Section 1.  The findings set forth in this Ordinance are hereby in all things approved and 

are incorporated herein and made a part hereof. 
 
Section 2.  The City Council finds that the existing rates for natural gas service provided 

by Atmos Mid-Tex are unreasonable and new tariffs and Atmos' proof of revenues, which are 
attached hereto and incorporated herein as Attachments A and B, are just and reasonable and are 
hereby adopted. 
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Section 3.  That to the extent any resolution or ordinance previously adopted by the City 
Council is inconsistent with this Ordinance, it is hereby repealed. 

 
Section 4.  That the meeting at which this Ordinance was approved was in all things 

conducted in strict compliance with the Texas Open Meetings Act, Texas Government Code, 
Chapter 551. 

 
Section 5.  That if any one or more sections or clauses of this Ordinance is adjudged to be 

unconstitutional or invalid, such judgment shall not affect, impair or invalidate the remaining 
provisions of this Ordinance and the remaining provisions of the Ordinance shall be interpreted 
as if the offending section or clause never existed. 

 
Section 6.  That if ACSC Cities determine any rates, revenues, terms and conditions, or 

benefits resulting from a Final Order or subsequent negotiated settlement approved in any 
proceeding addressing the issues raised in Atmos Mid-Tex's RRM filing would be more 
beneficial to the ACSC Cities than the terms of the attached tariff, then the more favorable rates, 
revenues, terms and conditions, or benefits shall additionally accrue to the ACSC Cities.  
Exercise of this right is conditioned upon ACSC Cities' acceptance of all rates, revenues, terms 
and conditions of any other Settlement Agreement or associated appeals arising out of the 
Company’s RRM filing in toto. 

 
Section 8.  That this Ordinance shall become effective from and after its passage with 

rates authorized by attached Tariffs to be effective for customer bills delivered on or after 
October 1, 2008. 

 
Section 9.  That a copy of this Ordinance shall be sent to Atmos Mid-Tex, care of David 

Park, Vice President Rates and Regulatory Affairs, at Atmos Energy Corporation, 5420 LBJ 
Freeway, Suite 1800, Dallas, Texas 75240, and to Geoffrey Gay, General Counsel to ACSC, at 
Lloyd Gosselink Rochelle & Townsend, P.C., P.O. Box 1725, Austin, Texas 78767-1725. 

 
PASSED AND APPROVED by the City Council of the Town of Addison, Texas this 

__________ day of ___________________, 2008. 
 

              
       Joe Chow, Mayor 

 
ATTEST: 
 
By:       

Mario Canizares, City Secretary 
 
APPROVED AS TO FORM: 
 
By:       

John Hill, City Attorney 
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Council Agenda Item:#R7 
 
 
 
 
 
SUMMARY: 
 
Council approval is requested of the Town’s FY 2009 investment policy. 
 
FINANCIAL IMPACT: 
 
There is no financial impact associated with the approval of the investment policy.  We have budgeted 
$2,392,800 in interest earnings for the upcoming fiscal year. 
BACKGROUND: 
 
The Public Funds Investment Act (PFIA) requires the Council to annually review and approve an 
investment policy for the Town.  The Town’s investment advisor, First Southwest Asset 
Management (FSAM), has assisted staff with the development and review of the proposed 
investment policy for FY 2009.   
 
Due to a variety of changes being approved over the past several years, staff is not recommending 
any amendments to the policy for FY 2009. 
 
RECOMMENDATION: 
 
Staff recommends approval of the Town’s FY 2009 investment policy. 



 
 
 
 
 
 
 

TOWN OF ADDISON 
 
 
 
 
 
 

INVESTMENT POLICY 
 

For 
 

FY 2008-09 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Revised and Adopted: 
September 23, 2008 
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TOWN OF ADDISON, TEXAS 
INVESTMENT POLICY 

 
I. 
 

SCOPE 
 
 The Public Funds Investment Act, Chapter 2256, Texas Government Code, prescribes that each Town is to 
adopt rules governing its investment practices and to define the authority of the investment officer. The following 
Investment Policy addresses the methods, procedures, and practices which must be exercised to ensure effective and 
judicious fiscal management of the Town’s funds. This Policy shall not apply to the selection, retention or other issues 
concerning the depositories of the Town’s funds in demand and time deposits as provided under Chapter 105 of the 
Local Government Code. 
 
 This Policy shall apply to the investment and management of all funds of the Town under its control, other than 
those expressly excluded herein or by applicable law or valid agreement. This Policy shall not supersede the restrictions 
on investment and use applicable to any specific fund and, in the event of any conflict between this Policy and the 
requirements of any fund subject hereto, the specific requirement applicable to such fund shall be followed as well as all 
other provisions of this Policy other than those in conflict. The Employees Deferred Compensation Agency Fund is 
excluded from coverage under this Policy. 
 
 This Policy also requires the formal adoption of an “Investment Strategy Statement” that specifically addresses each 
of the Town’s fund groups. Each Investment Strategy Statement will describe its objectives concerning: 
  a) suitability of investment type, 
  b) preservation and safety of principal, 
  c) liquidity, 
  d) marketability of each investment, 
  e) diversification of the portfolio, and 
  f) yield. 
 
 In order to make effective use of the Town’s resources, all monies shall be pooled into one investment bank 
account, except for those monies required to be accounted for in other bank accounts as stipulated by applicable laws, 
bond covenants or contracts. The income derived from this pooled investment account shall be distributed in accordance 
with the Town’s internal procedures. 
 
 

II. 
 

OBJECTIVES 
 
 The Town’s principal investment objectives in order of priority are: 
 

1. Conformance with all Federal regulations, State of Texas statutes and other legal requirements including the 
Town Charter and Town Ordinances, including this Policy. 

 
 2. Preservation of' capital and the protection of investment principal. 
 
 3. Maintenance of sufficient liquidity to meet anticipated disbursement and cash flows. 
 
 4. Diversification to avoid incurring unreasonable risks regarding securities owned. 
 
 5. Attainment of a market rate of return equal to or higher than the performance measure established from time 

to time by the Director of Financial and Strategic Services of the Town which is commensurate with the 
acceptable risk and liquidity objectives of this Policy. 
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III. 
 

DELEGATION OF AUTHORITY 
 
 The City Council appoints the Director of Financial and Strategic Services and the Financial Services Manager 
as the “Investment Officers” of the Town. Direct management responsibility for the investment program is delegated by 
the City Council to the Director of Financial and Strategic Services (hereinafter referred to as the “Director”). The 
Investment Officers’ authority will at all times be limited by all applicable laws and regulations in effect from time to 
time and this Policy. The Investment Officers shall exercise the judgment and care, under prevailing circumstances, that 
a prudent person would exercise in the management of the person’s own affairs.  Unless authorized by law, a person may 
not deposit, withdraw, transfer, or manage in any other manner the funds of the investing entity. 
 
 With written approval from the City Manager, the Director may delegate any phase of the investment 
management program to any of the Investment Officers. Such approval shall state specifically the functions such person 
is authorized to perform or that the person is authorized to perform all activities of the Director under this Policy. The 
Director shall obtain and maintain, at the Town’s expense, fidelity bonds for himself and each of his designees in 
amounts determined adequate by the Director (which shall not be less than five percent of the amounts subject to this 
Policy) for each fiscal year as shown by the approved budget. No person may engage in an investment transaction except 
as provided under the terms of this Policy and the internal procedures established by the Director. A current list of 
persons authorized to transact investment business and wire funds on behalf of the Town shall be maintained by the 
Director. 
 
 The Director shall develop and maintain written administrative procedures for the operation of the investment 
program consistent with this Policy. The controls shall be designed to prevent, identify and control losses of public funds 
arising from deviation from this Policy, fraud, employee error, misrepresentation by third parties, or imprudent actions 
by employees and officers of the Town. 
 
 In the discretion of the City Council and in any event upon the termination or reassignment of any Investment 
Officer authorized to conduct transactions for the Town pursuant to this Policy, the authority of such person shall be 
revoked and such revocation of authority shall be immediately communicated by the Director orally and in writing to 
each and every depository, broker/dealer, investment advisor, custodian and other agency or entity with whom the Town 
has any existing or continuing relationship in the management of' its investments. 
 
 The Director and all Investment Officers shall attend at least one training session relating to the treasurer’s or 
officer’s responsibilities within twelve (12) months after taking office or assuming duties; and attend a training session 
not less than once every two years and receive not less than ten (10) hours of training.  Such training from an 
independent source shall be approved or endorsed by the Government Finance Officers Association, Government 
Finance Officers Association of Texas, Government Treasurers Organization of Texas, Texas Municipal League, or the 
North Central Texas Council of Governments to include education in investment controls, security risks, strategy risks, 
market risks, and compliance with the Public Funds Investment Act. 
 

IV. 
 

INVESTMENT ADVISORS 
 
 The Town may, in the discretion of the Director, appoint one or more Investment Advisors to assist the Town’s 
financial staff in the management of the Town’s funds. The Investment Advisor must be registered with the Securities 
and Exchange Commission under the Investment Advisors Act of 1940 and also be registered with the Texas State 
Securities Board as an Investment Advisor. To be eligible for consideration, an Investment Advisor shall demonstrate to 
the Director knowledge of, and experience in, the management of public funds. The Director will satisfy himself as to 
the Advisor’s qualifications by all appropriate means, including reference checks with the Advisor’s other clients, the 
State Securities Board and the Securities and Exchange Commission. An appointed Investment Advisor shall act solely 
in an advisor and administrative capacity, within the guidelines of this Investment Policy and without any discretionary 
authority to transact business on behalf of the Town. 
 
 Each Investment Advisor, appointed by the Town, shall agree that its investment advice shall at all times be 
given with the judgment and care, under circumstances then prevailing, which persons paid for their special prudence, 
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discretion and intelligence, in such matters exercise in the management of their client’s affairs, not for speculation by the 
client or production of fee income by the advisor or broker but for investment by the client with emphasis on the 
probable safety of the capital while considering the probable income to be derived. 
 
 Appointment of an Investment Advisor shall otherwise be according to the Town’s normal purchasing 
procedures for selecting professional services. Any approved investment advisor may be terminated with the approval of 
the City Manager, if in the opinion of the Director, the advisor has not performed adequately. The term of any 
Investment Advisor contract may not exceed two years. Any renewal or extension of the Investment Advisor contract 
must be made by the City Council by resolution. 
 
 

V. 
 

STANDARD OF CARE 
 
 As provided for in the Public Funds Investment Act, the standard of care for the Town’s investments shall be 
that such “investments shall be made with judgment and care, under prevailing circumstances, that a person of prudence, 
discretion and intelligence would exercise in the management of the person’s own affairs, not for speculation, but for 
investment, considering the probable safety of capital and the probable income to be derived.”  
 
 The overall investment program shall be designed and managed with a degree of professionalism that is worthy 
of the public trust. The Director and the Investment Officers shall recognize that the investment activities of the Town 
are a matter of public record. 
 
 The Director and the Investment Officers, acting in accordance with written procedures and exercising the 
proper standard of care, shall be relieved of personal responsibility for an individual security’s credit risk or market price 
changes, provided that this Policy and the Director’s procedures were followed. In determining whether the Director or 
an Investment Officer has exercised the proper standard of care, all investments over which the individual had 
responsibility will be considered rather than a single investment. 
 
 

VI. 
 

AUTHORIZED SECURITIES INVESTMENTS 
 
 Subject to any limitations otherwise imposed by applicable law, regulations, bond indentures or other 
agreements, (including but not limited to Chapter 2256 Texas Government Code, the Public Funds Investment Act), the 
following securities and deposits are the only ones permitted as investments for the Town’s funds: 
 
 a. Direct obligations of the United States government with a maturity not to exceed five (5) years from the date 

of purchase; U.S. Treasury Bills, U.S. Treasury Notes, U.S. Treasury Bonds, and U.S. Treasury Strips (book 
entry U.S. Treasury securities whose coupon has been removed). 

 
 b. Debentures or discount notes with a maturity not to exceed five (5) years from the date of purchase issued by, 

guaranteed by, or for which the credit of any of the following Federal Agencies and Instrumentalities is pledged 
for payment: Federal National Mortgage Association (FNMA), Federal Home Loan Bank (FHLB), Federal Farm 
Credit Bank (FFCB), and Federal Home Loan Mortgage Corporation (FHLMC). Principal-only and interest-
only mortgage backed securities and collateralized mortgage obligations and real estate mortgage investment 
conduits are expressly prohibited. 

 
 c. Bonds or other interest bearing obligations of which the principal and interest are guaranteed by the full faith 

and credit of the United States government with a stated maturity not to exceed five (5) years from the date of 
purchase. A security’s “average life” does not constitute a stated maturity. Principal-only and interest-only 
mortgage backed securities and collateralized mortgage obligations and real estate mortgage investment 
conduits are expressly prohibited. 
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 d. Time Certificates of Deposit with a maturity not to exceed three (3) years from the date of purchase, insured 
by the Federal Deposit Insurance Corporation (FDIC) or its successor, in depository institutions that have a 
main office or a branch office in the state of Texas which have been approved by the Town in accordance with 
Section XI of this Investment Policy.  
 
In addition, separate CDs issued by depositories wherever located, bundled together into a single investment with the 
full amount of principle and interest of each CD federally insured may be purchased through a selected depository 
institution with its main office or branch office in Texas. This depository shall act as the custodian for the various 
certificates on behalf of the Town.        
     

 e. Prime commercial paper with an original maturity of one hundred eighty (180) days or less which at the time 
of purchase, is rated at least: 

 
  A-1 by Standard & Poors, 
  P-1 by Moodys or 
  F1 by Fitch 

 
(1) At the time of purchase, the commercial paper must be rated by at least two (2) of the above stated 
ratings agencies at the above stated minimum credit rating. 

 
  (2) If more than two (2) of the above stated agencies rates an issuer, all the rating agencies must rate the 

issuer in accordance with the above stated minimum credit criteria. 
 
  (3) If the commercial paper issuer has senior debt* outstanding, the senior debt must be rated by each 

service that publishes a rating of the issue at least: 
 
  A-l by Moodys, 
  A+ by Standard and Poor’s and 
  A+ by Fitch.  
   
 
  *Senior Debt is defined as the most senior secured or unsecured debt of an issuer with an original 

maturity exceeding one year. 
 

If the commercial paper issuer is given a “plus (+) rating”, the maximum maturity of two hundred seventy 
(270) days or less will be allowed. 

  
 
 f. Eligible Bankers Acceptances with original maturities not exceeding one hundred eighty (180) days, issued on 

domestic banks operating under the banking laws of the United States, whose senior long term debt is rated, at 
the time of purchase, A-l or higher by Moodys, A+ by Standard and Poors, or A+ by Fitch.  

 
 g. Repurchase agreements with a defined termination date of ninety (90) days or less on U.S. Treasury and 

Federal Agency securities listed in items “a” and “c” above, collateralized initially at a minimum market value 
of one hundred two (102) percent of the dollar value of the transaction, with the accrued interest accumulated on 
the collateral included in the calculation. 

 
 If the market value of the collateral falls below one hundred one (101) percent of the dollar value of the 

transaction, the collateral will be required to be brought up to the one hundred two (102) percent initial 
maintenance level. A Repurchase Agreement is defined as a simultaneous agreement to buy, hold for ninety (90) 
days or less, and then sell back an obligation described in item (g) above, the principal and interest of which are 
guaranteed by the United States. 

 
 Repurchase Agreements shall be entered into only with dealers who: 1) are recognized as primary reporting 

dealers with the Market Reports Division of the Federal Reserve Board of New York; and 2) have an executed, 
Town approved Master Repurchase Agreement. Collateral (purchased securities) shall be held by the Town’s 
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custodian bank as safekeeping agent and the market value of the collateral securities shall be marked-to-the 
market daily based on the bid price for the previous day as reported in the Wall Street Journal. 

 
 For the purpose of item “g” of this section, the term “collateral” shall mean “purchased securities” under the 

terms of the Town approved Master Repurchase Agreement. Collateral bearing no coupon will have a maturity 
not to exceed five (5) years. All other eligible collateral shall have a maturity limit of ten (10) years. 

 
 The term repurchase agreements include reverse repurchase agreements. The term of a reverse repurchase 

agreement shall not exceed ninety (90) days and any investments acquired with the proceeds from the reverse 
repurchase agreement shall not exceed the term of that agreement. 

 
 h. Money Market Funds meeting each of the following criteria: 
 
  (1) Registered with and regulated by the Securities and Exchange Commission: 
 
  (2) Has provided the Town with a prospectus and other information required by the Securities 

Exchange Act of 1934 or the Investment Company Act of 1940.   
 

(3) No commission fee shall be charged on purchases or sales of shares; 
 
  (4) Have an objective of maintaining a constant daily net asset value of $1.00 per share: 
 
  (5) Limit assets of the fund to those securities listed in paragraphs “a”, “b”, “c” and “g” above; and 
 
  (6) Have a maximum stated maturity of thirteen (13) months and dollar weighted average portfolio 

maturity of not more than ninety (90) days.  A list of Town approved Money Market Funds shall be 
kept by the Director. 

 
 i. State investment pools organized under the Interlocal Cooperation Act that meet the requirements of Chapter 

2256 Texas Government Code and have been specifically approved by the Director and authorized by the City 
Council. 

 
 j. Local investment pools organized under the Interlocal Cooperation Act that meet the requirements of Chapter 

2256 Texas Government Code and have been specifically approved by the Director and authorized by the City 
Council. 

 
 k. Direct obligations of the State of Texas or its agencies rated as to investment quality by a nationally 

recognized investment rating firm not less than A or its equivalent with a maturity not to exceed two (2) years 
from the date of purchase. 

 
 l. Other obligations, the principal of and interest on which are unconditionally guaranteed or insured by the 

State of Texas or the United States with a maturity not to exceed two (2) years from the date of purchase. 
 

VII. 
 

OTHER INVESTMENT GUIDELINES 
 
 The Town seeks active management of its portfolio assets. In the effort of meeting the objectives of this Policy, 
the Town may from time to time sell securities that it owns in order to better position its portfolio assets. Sales of 
securities prior to maturity, shall be documented and approved by the Director before such a transaction is consummated. 
Sales of securities, yielding net proceeds less than ninety-eight (98) percent of the book value of the securities, must be 
approved in advance and in writing by both the City Manager and the Director. 
  

Each investment transaction must be based upon competitive quotations received from at least three (3) 
broker/dealers who have been approved by the Town in accordance with Texas law. 
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 The purchase and sale of all securities shall be on a delivery-versus-payment or payment-versus-delivery basis 
(i.e. for securities purchases, monies will not be released by the Town’s safekeeping bank until securities are received at 
the Federal Reserve Bank for further credit to the Town’s safekeeping bank. In the case of securities sales, monies will 
be received by the Town’s safekeeping bank via the Federal Reserve Bank, as the securities are simultaneously released 
to the purchaser). In this manner, the Town will always have possession of either its securities or its monies. 
 
 An investment that requires a minimum credit rating does not qualify as an AUTHORIZED SECURITIES 
INVESTMENT during the period the investment does not have the minimum credit rating even if the investment had the 
appropriate rating at the time of purchase. The Investment Officers shall take all prudent measures that are consistent 
with this Policy to liquidate an investment that does not have the minimum rating. 
 

VIII. 
 

PORTFOLIO MATURITIES 
 
 Maturities shall be selected which provide for both stability of income and reasonable liquidity. 
 
 At all times, the Town shall maintain ten (10) percent of its total investment portfolio in instruments maturing in 
ninety (90) days or less. The weighted average maturity of all securities and certificates of deposit in the Town’s total 
investment portfolio at any given time (not including cash or demand deposits) shall not exceed one and one-half (1½) 
years. 
 
 In the case of callable securities, the first “call” date may be used as the “maturity” date for investment purposes 
in this section if in the opinion of the Director there is little doubt that the security will be called prior to maturity. At all 
times the stated final maturity shall be used in portfolio average life calculations and reported as outlined in this Policy. 
 
 Investment of bond proceeds shall be invested in the investment types listed in Section VI. “a”, “b”, “c”, “h”, 
“i”, and “j” for a period of time not to exceed five (5) years. Additionally, bond proceeds may be invested in a 
repurchase agreement that exceeds ninety (90) days if reductions are allowed from the agreement without penalty for 
legitimate bond proceed expenditures and the final maturity is within the “temporary period” as defined by the Internal 
Revenue Service (this arrangement is commonly referred to as a “flexible repurchase agreement”). 

 
IX. 

 
INVESTMENT LIMITS 

 
 It is the policy of the Town to avoid concentration of assets in a specific maturity, a specific issue, or a specific 
class of securities, with the exception of U.S. Treasury issues listed in Section VI “a.” The asset allocation in the 
portfolio should, however, be flexible depending upon the outlook for the economy and the securities markets. 
 

The Town will not exceed the following maximum limits as a percentage of the total portfolio for each of the 
categories listed below: 
 
  20 percent in Money Market Funds as outlined in Section VI “h” 
  30 percent in Certificates of Deposit 
  30 percent in Commercial Paper 
  30 percent in Bankers Acceptances 
  40 percent in Local Government Investment Pools as authorized in Section VI “h” and “j” 
  70 percent in State Government Investment Pools as authorized in Section VI “i” 
  70 percent in Instrumentality securities described in Section VI “b”" 
 
 In addition to the limitations set forth above the Town’s investment in any single money market fund shall never 
exceed ten (10) percent of the total assets of the money market fund. 
 
 The Director shall evaluate how each security purchased fits into the Town’s overall investment strategy. 
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 The amount of investments in U.S. Treasury and Agency Securities and Repurchase Agreements backed by 
those securities as defined in section VI(a), VI(c) and VI(g), shall at no time be less than thirty (30) percent of the total 
portfolio. There shall be no maximum limits on these investments. 
 
 Bond proceeds shall be exempt from the maximum limitation stated above for State Government Pools, but only 
for the period of time required to develop a comprehensive draw-down schedule for the project for which the proceeds 
are intended, the maximum being sixty (60) days, at which time the funds representing bond proceeds must be prudently 
diversified. 

 
X. 
 

SELECTION OF BROKER/DEALERS 
 
 The Town shall maintain a list of  approved security broker/dealers maintaining minimum capital of $10,000,000 and 
being in business for at least five years. These may include "primary" dealers or regional dealers that qualify under Securities 
and Exchange Commission (SEC) Rule 15C3-1 (uniform net capital rule).  Securities may only be purchased from those 
authorized institutions and firms identified in the above list. 
 
 Broker/dealers and other financial institutions will be selected by the Director on the basis of their financial 
stability, expertise in cash management and their ability to service the Town’s account. Each broker/dealer, bank, or 
savings bank that has been authorized by the Town, shall be required to submit to the Town and annually update a 
Broker/Dealer Information Request form which includes the firm’s most recent financial statements. The Director shall 
maintain a file which includes the most recent Broker/Dealer Information Request forms submitted by each firm 
approved for investment purposes. A copy of the submitted Broker/Dealer Information Request forms as well as a list of 
those broker/dealers approved by the Town shall be maintained by the Director. 
 
 The Director shall review the quality of service and financial stability of each broker/dealer and financial 
institution approved under this Section at least annually. Any approved broker/dealer or financial institution may be 
removed from the list of approved broker/dealers with the approval of the Director, if in the opinion of the Director, the 
firm has not performed adequately or its financial condition is considered inadequate.  The City Council shall, at least 
annually, review, revise, and adopt the list of qualified broker/dealers and financial institutions which are authorized to 
engage in investment transactions with the Town. 
 
 All business organizations eligible to transact investment business with the Town shall be presented a written 
copy of this Policy. The qualified representative of the business organization seeking to transact investment business 
with the Town shall execute a written instrument substantially to the effect that the qualified representative has: 
 
1)  received and thoroughly reviewed this Policy, and 
 
2)  acknowledged that the business organization has implemented reasonable procedures and controls in an effort to 

preclude imprudent investment activities with the Town. 
 
 The Town shall not enter into an investment transaction with a business organization prior to receiving the 
written instrument described above.  In addition, each Investment Advisor appointed by the Town shall execute the 
written instrument described above.  

 
If the Council has contracted with a Registered Investment Advisor for the management of its funds, the advisor 

shall be responsible for performing due diligence on and maintaining a list of broker/dealers with which it shall transact 
business on behalf of the Town. The advisor shall determine selection criteria. The advisor shall annually present a list 
of its authorized broker/dealers to the Town for review and likewise shall execute the aforementioned written instrument 
stating that the advisor has reviewed the Town's investment policy and has implemented reasonable procedures and 
controls in an effort to preclude imprudent investment activities with the Town. The advisor shall obtain and document 
competitive bids and offers on all transactions and present these to the Town as part of its standard trade documentation. 
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XI. 
 

SELECTION OF DEPOSITORIES 
 
 The Town shall maintain a list of authorized banks and savings banks which are approved to provide 
Certificates of Deposit to the Town. To be eligible for authorization, a bank or savings bank must be a member of the 
FDIC and meet the minimum credit criteria (described below) of a credit analysis provided by a commercially available 
bank rating service such as Prudent Man Analysis, Inc., or Sheshunoff Public Finance Bank Rating Service. Banks or 
savings banks failing to meet the minimum criteria or, in the judgment of the Director, no longer offering adequate 
safety for the Town will be removed from the list. 
 
 Bank rating guidelines will be calculated using publicly available information obtained from the Federal 
Reserve, the Comptroller of the Currency, or the banking institution itself. Data obtained from bank rating services will 
include factors covering the following: overall rating, liquidity policy, credit risk policy, interest rate policy, profitability 
and capital policy. Financial institutions selected to issue certificates of deposit to the Town in excess of One Hundred 
Thousand Dollars ($100,000.00) or that are selected as Safekeeping or Custodial agents for the Town shall meet the 
following criteria: 1) have a Sheshunoff Public Finance Peer Group Rating of thirty (30) or better on a scale of zero (0) 
to one hundred (100) with one hundred (100) being the highest rating at the time of selection; or 2) have a Prudent Man 
Express Analysis overall rating of three or better on a scale of one (1) to five (5) with one (1) being the highest quality 
for the most recent reporting quarter before the time of selection; and 3) qualify as a depository of public funds in the 
State of Texas. 
 
 The Director shall maintain a file of the credit rating analysis reports performed for each approved firm. 
Institutions that meet the above criteria and who wish to provide Certificates of Deposit to the Town are required to 
provide to the Director a copy of the institution’s quarterly Consolidated Report of Conditions and Income (CALL 
Report). This report will be submitted to the Director within sixty (60) days following the end of each calendar quarter. 
 
 In addition to the foregoing requirements, with respect to bond proceeds and reserves or other funds maintained 
for debt service purposes, a depository of such funds must be selected by competitive bidding by three (3) banks located 
within the boundaries of the Town or if there are not three banks available within the Town’s boundaries that are willing 
and able to accept such deposits, then at least three (3) bids must be obtained from banks situated in Dallas County that 
are willing and able to accept such deposits. 
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XII. 
 

SAFEKEEPING AND CUSTODY 
 
 Investment securities purchased for the Town will be delivered by either book entry or physical delivery and 
shall be held in third-party safekeeping by a Federal Reserve Member financial institution designated as the Town’s 
safekeeping and custodian bank. The Town may designate more than one (1) custodian bank. In no event will the 
Town’s custodial or safekeeping institution also be a counterparty (broker or dealer) to the purchase or sale of those 
securities. The Town shall execute a written Safekeeping Agreement with each bank prior to utilizing the custodian’s 
safekeeping services. Only a state or national bank located within the State of Texas, may be utilized as a custodian of 
securities pledged to secure certificates of deposit. The safekeeping agreement must provide that the safekeeping bank 
will immediately record the receipt of purchased or pledged securities in its books and promptly issue and deliver a 
signed safekeeping receipt showing the receipt and the identification of the security, as well as the Town’s perfected 
interest. 
 
 The Director shall maintain a list of designated custodian banks and a copy of the Safekeeping Agreement 
executed with each custodian bank. 
 
 The Town must approve release of securities, in writing, prior to their removal from the custodial account. A 
telephonic facsimile of a written authorization shall be sufficient if the custodian orally confirms receipt of the 
transmission and an exact copy of the document is retained in the Town’s files. 
 
 All securities shall be confirmed in the name of the Town and delivered to an approved custodial bank or carried 
at a Federal Reserve Bank in the name of the Town. The Custodian shall not otherwise deposit purchased or pledged 
securities. All book entry securities, owned by the Town, shall be evidenced by a safekeeping receipt issued to the Town 
and signed by the appropriate officer at the custodian bank stating that the securities are held in the Federal Reserve 
system in a CUSTOMER ACCOUNT naming the Town as the “customer”. In addition, the custodian bank will, when 
requested, furnish a copy of the delivery advice received by the custodian bank from the Federal Reserve Bank. 
 
 All certificated securities (those transferred by physical delivery) shall: 1) be held by an approved custodian 
bank or any correspondent bank in New York City approved by the Director; and 2) the correspondent bank or the 
Town’s safekeeping bank shall issue a safekeeping receipt to the Town evidencing that the securities are held by the 
correspondent bank for the Town. 
 
 The original safekeeping receipt for each transaction including purchased securities under a repurchase 
agreement and collateral securing deposits will be forwarded to the Director or his designee and held in a secured file by 
the Town. 
 
 

XIII. 
 

RECORDKEEPING AND REPORTING 
 
 A record shall be maintained of all bids and offerings for securities transactions in order to ensure that the Town 
receives competitive pricing. All transactions shall be documented by the person authorizing the transaction in a form 
that shows that person’s name, the party instructed to execute the transaction, the date, a description of the transaction 
and a brief statement of the reason(s) for the transaction. 
 
 Each depository institution of the Town’s funds and purchased securities shall maintain separate, accurate and 
complete records relating to all deposits of the Town’s funds, the securities pledged to secure such deposits and all 
transactions relating to the pledged securities. Each approved custodian shall maintain separate, accurate and complete 
records relating to all securities received on behalf of the Town, whether pledged, purchased or subject to repurchase 
agreement, as well as all transactions related to such securities. In addition, each depository shall file all reports required 
by the Texas State Depository Board. Each depository and custodian shall agree to make all the records described in this 
paragraph available to the Director’s designee and the Town’s auditors at any reasonable time. 
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 At least once each quarter, the Director shall verify that all securities owned by the Town or pledged to the 
Town are held in safekeeping in the Town’s custodial bank with proper documentation. At least annually the Town’s 
investment program, including the records of custodians and depositories, shall be audited by independent certified 
public accountants selected by the City Council. This annual audit shall include a compliance audit of the management 
controls on investments and adherence to the Town’s Investment Policy and strategies. 
 
 All broker/dealers, custodians, depositories, and investment advisors shall maintain complete records of all 
transactions that they conducted on behalf of the Town and shall make those records available for inspection by the 
Director or other representatives designated by the City Council or City Manager. 
 
 All sales of securities for less than the book value of the security shall be approved by the Director and reported 
to the City Council at the next regular meeting. Sales of securities for less than ninety-eight (98) percent of the book 
value of the securities must be approved by both the City Manager and the Director. 
 
 All contracted Investment Advisors shall report at least monthly on the straight-line book value, the market 
value of investment holdings, and total investment return and such other information required by the Director. 
Unrealized profits or losses in the Town’s investment portfolio will be disclosed but will not be used in the calculation of 
income earned for the month. Contracted Investment Advisors shall postmark their monthly reports to the Director no 
later than fifteen (15) business days following the close of the reporting month. 
 
 An investment report shall be prepared by the Director within forty five (45) days of the quarter end that: 
 
 a) describes in detail the investment position of the Town, 
 
 b) states the reporting period beginning book and market values, additions or changes to the book and market values 

during the period and ending book and market values for the period of each pooled fund group, 
 
 c) states the reporting period beginning book and market value and ending book and market value for each 

investment security by asset type and fund type, 
 
 d) states the maturity date of each investment security, 
 
 e) states the fund for which each investment security was purchased, 
 
 f) states fully accrued interest for the reporting period, 
 g) states the compliance of the investment portfolio with the Town’s Investment Policy, Investment Strategy 

Statement and the Public Funds Investment Act,  
 
 h) summarizes quarterly transactions, including a detailed list of the gains and losses recognized, and 
 

i) explains the total investment return during the previous quarter and compares the portfolio’s performance to 
other benchmarks of performance.  
 

This report will be presented to the City Council and signed by all of the Town’s Investment Officers. . 
  

Market valuations of investments shall be provided by the Investment Advisor on a monthly basis. The 
Investment Advisor shall use independent market pricing sources including, but not limited to, Interactive Data 
Corporation (IDC) and Bloomberg, to monitor the market price of investments acquired with the Town’s funds.  

 
Within forty five (45) days after the end of the Town’s fiscal year the Director shall prepare, sign and deliver to 

the City Manager and the City Council an annual report on the Town’s investment program and investment activity 
which has also been signed by each officer and employee of the Town authorized to conduct any of the Town’s 
investment activity. The annual report shall include full year and separate monthly comparisons of investment return. 
Such annual report shall include an analysis of the compliance with this Policy as well as changes in applicable laws and 
regulations during the previous year and may include any other items of significance related to the investment program.  
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If the Town places funds in any investment other than registered investment pools or accounts offered by its 
depository bank, the above reports shall be formally reviewed at least annually by an independent auditor, and the result 
of the review shall be reported to the City Council.  

 
XIV. 

 
ETHICS AND CONFLICTS OF INTEREST 

 
 Officers and employees of the Town involved in the investment process shall refrain from personal business 
activity that involves any of the Town’s approved custodians, depositories, broker/dealers, or investment advisors and 
shall refrain from investing in any security issue held by the Town. Employees and officers shall not utilize investment 
advice concerning specific securities or classes of securities obtained in the transaction of the Town’s business for 
personal investment decisions, shall in all respects subordinate their personal investment transactions to those of the 
Town particularly with regard to the timing of purchases and sales and shall keep confidential all investment advice 
obtained on behalf of the Town, and all transactions contemplated and completed by the Town, except when disclosure 
is required by law. 
 
 All Investment Officers of the Town shall file with the Texas Ethics Commission and the City Council a 
statement disclosing any personal business relationship with business organization seeking to sell investments to the 
Town or any relationship within the second degree by affinity or consanguinity to an individual seeking to sell 
investments to the Town. 

 
XV. 

 
COLLATERAL REQUIREMENTS 

 
Any deposits exceeding FDIC insurance limits shall be fully collateralized by securities listed in items “a” and 

“b” below, and the collateral shall be held by the Town’s third party custodian bank. 
 

a. Direct obligations of the United States government; U.S. Treasury Bills, U.S. Treasury Notes, U.S. Treasury 
Bonds, and U.S. Treasury Strips (book entry U.S. Treasury securities whose coupon has been removed). 

 
 b. Debentures or discount notes issued by, guaranteed by, or for which the credit of any of the following Federal 

Agencies and Instrumentalities is pledged for payment: Government National Mortgage Association (GNMA), 
Federal National Mortgage Association (FNMA), Federal Home Loan Bank (FHLB), Federal Farm Credit Bank 
(FFCB), and Federal Home Loan Mortgage Corporation (FHLMC). Principal-only and interest-only mortgage 
backed securities and collateralized mortgage obligations and real estate mortgage investment conduits are 
expressly prohibited. 

 
  Consistent with the requirements of State law, the Town requires all bank and savings bank deposits to be 
federally insured or collateralized with eligible securities. Financial institutions serving as Town depositories will be required 
to sign a Security Agreement with the Town and the Town’s custodian.  The agreement shall define the Town’s rights to the 
collateral in case of default, bankruptcy, or closing and shall establish a perfected security interest in compliance with Federal 
and State regulations, including: 
 
  a. the Agreement must be in writing; 
 
  b. the Agreement has to be executed by the Depository and the Town contemporaneously with the acquisition of the 

asset; 
 
  c. the Agreement must be approved by the Board of Directors or the loan committee of the Depository and a copy of 

the meeting minutes must be delivered to the Town; 
 

d. the Agreement must be part of the Depository's “official record” continuously since its execution. 
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XVI. 
POLICY REVISIONS 

 
 The Investment Policy and Investment Strategy Statements will be reviewed at least annually by the Director 
and the City Council and may be amended as conditions warrant by the City Council. 



Page 1 of 1 

 
Council Agenda Item:#R8 

 
SUMMARY: 
 
Council approval is requested of a resolution that adopts the Town of Addison 
Investment Strategy for FY 2009. 
 
FINANCIAL IMPACT: 
 
There is no financial impact associated with the approval of the investment strategy. 
 
BACKGROUND: 
 
The Public Funds Investment Act (PFIA) requires the Council to annually review the 
Town’s investment strategy.  The Town’s investment advisor, First Southwest Asset 
Management, has assisted staff with the development of the attached strategy.  The 
investment strategy has been drafted to comply with all aspects of the PFIA. 
 
For FY 2009, staff is not recommending any change to our investment strategy.  The 
investment strategy has the following priorities (in order of importance): 
 

 Understanding the suitability of the investment to the financial 
requirements of the Town 

 Preservation and safety of principal 

 Liquidity 

 Marketability of the investment if the need arises to liquidate the 
investment prior to maturity 

 Diversification of the investment portfolio 

 Yield 

 
RECOMMENDATION: 
 
Staff recommends that Council adopt the resolution approving the Town’s FY 2009 
investment strategy.  
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PREFACE 
 

It is the policy of the Town of Addison that, giving due regard to the safety and risk of 
investment, all available funds shall be invested in conformance with State and Federal 
Regulations, applicable Bond Resolution requirements, and adopted Investment Policy. 

 
In accordance with the Texas Public Funds Investment Act (Chapter 2256, Tex. Gov. 

Code), the City Council shall adopt Investment Strategy Statements that address the following 
priorities (in order of importance): 

 
• Understanding the suitability of the investment to the financial requirements of the 

Town; 
• Preservation and safety of principal; 
• Liquidity; 
• Marketability of the investment if the need arises to liquidate the investment prior to 

maturity; 
• Diversification of the investment portfolio; and 
• Yield 

 
Effective investment strategy development coordinates the primary objectives of the 

Town’s Investment Policy and cash management procedures with investment security risk/return 
analysis to enhance interest earnings and reduce investment risk.  Aggressive cash management 
shall be utilized to increase the available “investment period” for all Town funds.  Investment 
security maturity selections shall be based on cash flow requirements and market conditions to 
take advantage of interest earnings as viable and material revenue to all Town funds. The Town’s 
portfolios shall be designed and managed in a manner responsive to the public trust and 
consistent with the Investment Policy. 
 

INVESTMENT STRATEGY 
 
In order to minimize risk of loss due to interest rate fluctuations, investment maturities 

will not exceed the anticipated cash flow requirements of the funds.  Investment guidelines by 
fund-type are as follows: 
 

Suitability – any investment eligible in the Investment Policy is suitable. 
  

Safety of principal – all investments shall be of high quality securities with no perceived 
default risk.  Market price fluctuations will, however, occur.  By managing the weighted 
average days to maturity for the Operating fund portfolio to less than 270 days and 
restricting the maximum allowable maturity to five years, the price volatility of the 
overall portfolio will be minimized. 

 
Liquidity – operating funds require the greatest short-term liquidity of any of the fund 
types.  Short-term investment pools and money market mutual funds should provide daily 
liquidity and may be utilized as a competitive yield alternative to fixed maturity 
investments. 
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Marketability – securities with active and efficient secondary markets are necessary in the 
event of an unanticipated cash requirement.  Historical market “spreads” between the bid 
and offer prices of a particular security-type of less than a quarter of a percentage point 
shall define an efficient secondary market. 
 
Diversification – investment maturities should be staggered throughout the budget cycle 
to provide cash flow based on the anticipated operating needs of the Town.  When 
conditions are favorable, market cycle risk will be reduced by diversifying the 
appropriate maturity structure out to three years. Adhering to the Investment Policy’s 
maximum investment-type limits (Section IX. INVESTMENT LIMITS) should restrict 
the exposure of the fund to any one-market sector. 

 
Yield – attaining a competitive market yield for comparable security-types and portfolio 
restrictions is the desired objective.  The yield of an equally weighted, rolling three-
month Treasury bill portfolio should be the minimum yield objective.  The Town's 
Director of Financial and Strategic Services ("Director") may also compare the operating 
fund’s performance to other appropriate benchmarks. 

 
The Investment Policy permits the Town to sell securities from time to time that it owns in order 
to better position its portfolio assets. Sales of securities prior to maturity shall be documented 
and approved by the Director before such a transaction is consummated. Sales of securities, 
yielding net proceeds less than ninety-eight (98) percent of the book value of the securities, must 
be approved in advance and in writing by both the City Manager and the Director. 
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Council Agenda Item:#R9  

 
SUMMARY: 
 
Council approval is requested of a contract with First Southwest Asset Management, Inc. 
for investment advisory services. 
 
BACKGROUND: 
 
The Town’s investment policy requires the Council to review the investment advisory 
services contract every two years.  To meet this requirement, Town staff solicited 
proposals for investment advisory services and received proposals from the following 
companies: 
 

 First Southwest Asset Management (FSAM) 
 Public Financial Management, Inc. (PFM Group) 
 Bond Logistics, LLC (BLX) 
 Frost Investment Advisors, LLC (FIA) 
 Estrada-Hinojosa Investment Bankers 
 Devenir Investment Advisors, LLC 

 
These proposals were evaluated using the following weighted criteria: 
 

 Quality and scope of the firm’s written proposal and oral presentation 30% 
 The firm’s experience and performance on comparable engagements 30% 
 Quality of the firm’s personnel to be assigned to the engagement  20% 
 Cost of advisory services       20% 

 
FINANCIAL IMPACT: 
 
Budgeted Amount: $57,000 
 
Anticipated Cost: $57,000 
 
The three finalists proposed varying fee structures. The annual cost of services based on a 
$70 million dollar average portfolio balance are as follows: 

 First Southwest Asset Management  $57,000 
 PFM Group     $50,500 
 Estrada-Hinojosa    $28,000 

 
First Southwest Asset Management’s fee structure is based on the average month ending 
balance of the portfolio: 
Amount from $0 - $10,000,000   0.15% 
Amount from $10,000,001 to $50,000,000  0.08% 
Amount from $50,000,001 to $100,000,000  0.05% 
Amount from $100,000,000 and over   0.03% 
 
The proposed fee structure is identical to the current contract in place. 
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RECOMMENDATION: 
 
Based on the weighted criteria, staff determined that First Southwest Asset Management 
presented the best proposal for investment advisory services.  The firm has considerable 
experience with Texas clients, and has successfully served as the Town’s investment 
advisor since 1994. 
 
Staff recommends that Council approve a contract with First Southwest Asset 
Management for investment advisory services. 
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Council Agenda Item: #R12 
 
 
SUMMARY: 
Discussion and consideration of an ordinance declaring a grace period on the 
enforcement of the fire sprinkler requirements of the international fire code and 
international building code, and adopted amendments until January 1, 2009.   
 
FINANCIAL IMPACT: 
None       
 
BACKGROUND: 
On April 22, 2008 the City Council of the Town of Addison adopted the 2006 
editions of the International Fire Code and International Building Code with 
amendments.  In previous editions of the Code, A-2 (restaurant) occupancies 
were required to install fire sprinklers if the occupant load was greater than 300 
persons.  However, in response to the loss of life after a night club fire in Rhode 
Island, the Codes were changed for 2006.  The new 2006 editions of the Codes 
contain a new provision: 903.2.1.2 #2, which reduced occupant loads and 
requires A-2 (restaurant) occupancies to install fire sprinklers if the occupant load 
is greater than 100 persons.   
 
The new requirement is a standard in the National Code.  However, our 
preliminary indications are that it is a very expensive change in the Code that 
was not anticipated by the restaurant community.  In conversations with 
restaurant operators, we have learned that some operators, although they had 
not applied for a permit, were very far along in plans for extensive renovations 
and remodels.  This Code change came as a surprise that made the projects 
financially not feasible.     
 
The staff realizes that the restaurant industry is a vital economic engine to the 
Town, and that the Town should encourage renovations and expansions of 
existing restaurants where possible, while still maintaining a safe environment for 
customers.  The staff does not believe it is appropriate to repeal the Code 
amendment altogether.  However, the staff believes that a “grace period” for 
enforcement of the new Code is a reasonable way to allow projects that were far 
along in the planning process to go ahead and get permitted.  In addition, the 
staff will use the time between now and January 1, 2009 to make all restaurant 
operators aware of the new Code requirements and their possible financial 
impacts.   
 
      
RECOMMENDATION:    
The staff recommends the Council approve an ordinance declaring a grace 
period on the enforcement of the fire sprinkler requirements of the international 
fire code and international building code, and adopted amendments until January 
1, 2009.   
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TOWN OF ADDISON, TEXAS 
 

ORDINANCE NO.     
 

AN ORDINANCE OF THE TOWN OF ADDISON, TEXAS AMENDING 
THE 2006 EDITIONS OF THE INTERNATIONAL FIRE CODE AND THE 
INTERNATIONAL BUILDING CODE BY AMENDING THE DATE FOR 
THE APPLICATION OF SECTION 903.2.1.2, PARAGRAPH #1 and #2 OF 
EACH OF THEM, RELATING TO INSTALLATION OF FIRE 
SPRINKLERS FOR A-2 (RESTAURANT) OCCUPANCIES; AMENDING 
THE CODE OF ORDINANCES OF THE TOWN BY AMENDING 
SECTION 38-53 (PROVISIONS FOR FIRE SAFETY) AND SECTION 18-
63 (AUTOMATIC FIRE EXTINGUISHING SYSTEMS) CONCERNING 
FIRE SPRINKLERS; PROVIDING A SAVINGS AND REPEALER 
CLAUSE; PROVIDING A SEVERABILITY CLAUSE; PROVIDING A 
PENALTY, UPON CONVICTION, FOR ANY VIOLATION, NOT TO 
EXCEED THE SUM OF TWO THOUSAND AND NO/100 DOLLARS 
($2,000.00) AND A SEPARATE OFFENSE SHALL BE DEEMED 
COMMITTED EACH DAY DURING OR ON WHICH A VIOLATION 
OCCURS OR CONTINUES; PROVIDING AN EFFECTIVE DATE. 

 
 WHEREAS, on April 22, 2008 the City Council of the Town of Addison, Texas (the 
“City”) adopted the 2006 edition of the International Fire Code, with amendments, by the 
adoption of Ordinance No. 008-013, and adopted the 2006 edition of the International Building 
Code, with amendments, by the adoption of Ordinance No. 008-007; and 
 
 WHEREAS, the 2006 editions of the International Fire Code and the International 
Building Code each contain a provision – Section 903.2.1.2, paragraph 2 - which requires A-2 
(restaurant) occupancies to install fire sprinklers if the occupant load is greater than 100 persons; 
and 
 
 WHEREAS, the enactment of Section 903.2.1.2, paragraph 2 has resulted in the 
unanticipated effect of increasing development costs for the restaurant and development 
community when such costs had not been expected or anticipated by restaurant developers; and 
 
 WHEREAS, the City seeks to make the community as safe as possible while supporting 
the needs of business operators, and in order to provide an opportunity for the restaurant 
development community to become further informed about and to incorporate the requirements 
of Section 903.2.1.2, paragraph 2 into development plans, the City Council desires to amend the 
International Fire Code and the International Building Code to modify the effective date of the 
provision, and further desires to make certain other modifications to the said Codes relating to 
fire sprinkler systems as set forth herein. 
 
 NOW, THEREFORE, BE IT ORDAINED BY THE CITY COUNCIL OF THE 
TOWN OF ADDISON, TEXAS: 
 
 Section 1. Amendments to International Fire Code, to International Building 
Code. 
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 A. International Fire Code Amendments. 
 
 1. The International Fire Code, 2006 Edition (the “2006 IFC”), as adopted by 
Ordinance No. 008-013 of the City (as codified in Article II of Chapter 38 of the Code of 
Ordinances (the “Code of Ordinances”) of the Town of Addison, Texas (the “City”)), is amended 
so that: 
 

(a) from and after the effective date of this Ordinance through December 31, 2008, 
Section 903.2.1.2, paragraphs #1 and #2 of the 2006 IFC shall read as set forth in Section 
903.2.1.2, paragraphs #1 and #2 of the International Fire Code, 2003 Edition; and 
 
(b) beginning January 1, 2009 and continuing thereafter, (i) Section 903.2.1.2, 
paragraph #1 of the 2006 IFC shall read as the said paragraph #1 was adopted and 
amended by City Ordinance No. 008-013, and (b) Section 903.2.1.2, paragraph #2 of the 
2006 IFC shall read as set forth in the 2006 IFC. 

 
 2. Section 38-53 (Provisions for Fire Safety) of the Code of Ordinances of the City, 
which section provides for certain amendments to the International Fire Code, 2006 Edition, is 
hereby amended by amending subsection (i) to read as follows (additions are underlined; 
deletions are struck-through): 
 

(i) Section 903.2 of the code shall be amended to read: 
 

Where required. An approved automatic fire sprinkler system shall be installed as 
follows: 
 

1) In all buildings of any area, size or occupancy built, added to or moved 
into the Town of Addison after December 8, 1992. In the case of an addition to an 
existing structure or space an approved automatic fire sprinkler system shall be 
installed in the addition and the existing structure or space. 
 
Unless otherwise required in the code, the following exceptions apply: 
 
Exception 1: Detached Group U occupancies that do not exceed 500 square feet 
in area and are located six feet from any other building. 
 
Exception 2: Open parking garages of noncombustible construction that have no 
other types of occupancies located above the garage. 
 
Exception 3: Existing, unsprinklered, single-family detached dwellings which 
are added to for the purpose of increasing livable area. 
 
Exception 4: Covered walkways or open canopies above fuel dispensing pumps, 
bus stops or other similar structures intended only for the temporary protection of 
persons from inclement weather but not including covered patios attached to 
buildings. 
 



 
OFFICE OF THE CITY SECRETARY     ORDINANCE NO.    
Page 3 of 5 

Exception 5: Group S-2 occupancies used only for the storage or parking of 
aircraft. (NOTE: All aircraft hangars are subject to the provisions of NFPA 409.) 
 
2) In any existing building or space (except single family detached 
residences), remodeled or reconstructed after the effective date of this ordinance, 
where the work performed exceeds 5033 percent of eitherboth the square footage 
orand the (DCAD assessed) dollar value of the building or space. 
 
3) In the attic of any building required by this section to have a fire sprinkler 
system, except the attics of single family dwellings on fee simple lots. 
 
4) In the occupancies and locations set forth in section 903 of the Fire Code. 

 
 B. International Building Code Amendments. 
 
 1. The International Building Code, 2006 Edition (the “2006 IBC”), as adopted by 
Ordinance No. 008-007 of the City (as codified in Article II of Chapter 18 of the Code of 
Ordinances), is amended so that: 
 

(a) from and after the effective date of this Ordinance through December 31, 2008, 
Section 903.2.1.2, paragraphs # 1 and #2 of the 2006 IBC shall read as set forth in 
Section 903.2.1.2, paragraphs #1 and #2 of the International Building Code, 2003 
Edition; and 
 
(b) beginning January 1, 2009 and continuing thereafter, (i) Section 903.2.1.2, 
paragraph #1 of the 2006 IBC shall read as the said paragraph #1 was adopted and 
amended by City Ordinance No. 008-007, and (ii) Section 903.2.1.2, paragraph #2 of the 
2006 IBC shall read as set forth in the 2006 IBC. 

 
 2. Section 18-63 (Automatic Fire-Extinguishing Systems) of the Code of Ordinances 
of the City, which section provides for certain amendments to the International Fire Code, 2006 
Edition, is hereby amended by to read as follows (additions are underlined; deletions are struck-
through): 
 

Sec. 18-63. Automatic fire-extinguishing systems. 
 
The International Building Code is amended by changing section 903.2 to read as 
follows: 
 
903.2 Sprinklers required.  An approved automatic fire sprinkler system shall be installed 
as follows: 
 

1) In all buildings of any area, size or occupancy built, added to after 
December 8, 1992. In the case of an addition to an existing structure or space an 
approved automatic fire sprinkler system shall be installed in the addition and the 
existing structure or space. 
 
Unless otherwise required in the code, the following exceptions apply: 
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Exception 1: Detached Group U occupancies that do not exceed 500 square feet 
in area and are located six feet from any other building. 
 
Exception 2: Open parking garages of noncombustible construction that have no 
other types of occupancies located above the garage. 
 
Exception 3: Existing, unsprinklered, single-family detached dwellings which 
are added to for the purpose of increasing livable area. 
 
Exception 4: Covered walkways or open canopies above fuel dispensing pumps, 
bus stops or other similar structures intended only for the temporary protection of 
persons from inclement weather but not including covered patios attached to 
buildings. 
 
Exception 5: Group S-2 occupancies used only for the storage or parking of 
aircraft. (NOTE:  Aircraft hangars are subject to the provisions of NFPA 409.) 
 
(2) In any existing building or space, (except single family detached 
residences), remodeled or reconstructed after the effective date of this ordinance 
where work performed exceeds 5033 percent of eitherboth the square footage and 
or the (DCAD assessed) dollar value of the building or space. 
 
(3) In the attic of any building required by this section to have a fire sprinkler 
system, except the attics of single family dwellings. 
 
(4) In the occupancies and locations set forth in this section. 
 

For provisions on special hazards and hazardous materials, see the fire code. 
 
 Section 2. Savings; Repealer.  This Ordinance shall be cumulative of all other 
ordinances of the City and shall not repeal any of the provisions of those ordinances except in 
those instances where the provisions of those ordinances are in direct conflict with the provisions 
of this Ordinance.  Provided, however, that the repeal of such ordinances or parts of such 
ordinances shall not affect any right, property or claim which was or is vested in the Town of 
Addison, Texas, or any act done, or right accruing or accrued, or established, or any suit, action 
or proceeding had or commenced before the time when this Ordinance shall take effect; nor shall 
said repeals, amendments or changes effect any offense committed, or any penalty or forfeiture 
incurred, or any suit or prosecution pending at the time when this Ordinance shall take effect 
under any of the ordinances or sections thereof so repealed; and to that extent and for that 
purpose the provisions of such ordinances or parts of such ordinances shall be deemed to remain 
and continue in full force and effect. 
 
 Section 3. Severability.  The provisions of this Ordinance are severable, and if any 
section or provision of this Ordinance or the International Fire Code, 2006 Edition, or revisions 
thereof, adopted herein, or the application of any section or provision to any person, firm, 
corporation, entity, situation or circumstance is for any reason adjudged invalid or held 
unconstitutional by a court of competent jurisdiction, the same shall not affect the validity of any 
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other section or provision of this Ordinance or the International Fire Code, 2006 Edition, or 
revisions thereof, or the application of any other section or provision to any other person, firm, 
corporation, entity, situation or circumstance, and the City Council declares that it would have 
adopted the valid portions of this Ordinance and the International Fire Code, 2006 Edition, or 
revisions thereof, adopted herein without the invalid parts and to this end the provisions of this 
Ordinance and the International Fire Code, 2006 Edition, and revisions thereof, adopted herein 
shall remain in full force and effect. 
 
 Section 4. Penalty.  It shall be unlawful for any person, firm, corporation, or other 
business entity to violate any provision of this Ordinance, and any person, firm, corporation, or 
other business entity violating or failing to comply with any provision hereof shall be fined, upon 
conviction, in an amount of not more than Two Thousand and No/100 Dollars ($2,000.00), and a 
separate offense shall be deemed committed each day during or on which a violation or failure 
occurs or continues.  In addition to and cumulative of all other penalties, the Town of Addison 
shall have the right to seek injunctive relief (and any other available actions or relief) for any and 
all violations of this Ordinance. 
 
 Section 5. Effective Date.  This Ordinance shall become effective from and after its 
passage and approval and its publication as may be required by law (including, without 
limitation, the City Charter, and the ordinances of the City).  
 

PASSED AND APPROVED by the City Council of the Town of Addison, Texas this 
_______ day of ____________________, 2008. 

 
 

              
       Joe Chow, Mayor 
 
ATTEST: 
 
By:       
 Mario Canizares, City Secretary 
 
APPROVED AS TO FORM: 
 
By:       
 John Hill, City Attorney 



   

 
Council Agenda Item: #R13 

 
 
 
SUMMARY: 
 
This item is the approval of a professional services agreement with Grantham and 
Associates, Inc. in an amount not to exceed $75,000 for professional design review 
services on miscellaneous projects. 
 
 
FINANCIAL IMPACT: 
 
Design/Inspection Contract Amount:  $75,000.00 

            Source of Funds:  Funding allocated in Special Services for 
Public Works       
 
 

BACKGROUND: 
 
In May 2008, the Assistant Director of Public Works position became vacant and the 
town has decided to not fill the position.  Staff would like to contract with Grantham and 
Associates, Inc. to provide professional design review services.  We anticipate the need 
for continuing contract engineering services on an as-needed basis over the next year for 
ongoing engineering plan review.  The additional engineering support will assist the 
Public Works staff in providing timely and thorough reviews of ongoing engineering 
projects.  With the continuing work on the Vitruvian project, further Addison Circle area 
developments, the redesign of Belt Line, engineering design work on various airport 
capital projects, pursuit of drainage improvements throughout the community and other 
unexpected and regular occurring engineering needs, we feel these services will be 
warranted. 
 
 
RECOMMENDATION: 
 
Staff recommends that Council authorize the City Manager to enter into an Engineering 
Services Agreement with Grantham and Associates, Inc. in an amount not to exceed 
$75,000.00, for professional design review services on miscellaneous projects.   
 
 
 



 
 

Council Agenda Item #R14 
 
 
 
 
SUMMARY: 
 
Consideration of the Approval of a Grant of Fifteen Foot (15’) Water Line Easement without Warranty. 
 
FINANCIAL IMPACT: 
 
None 
 
BACKGROUND: 
 
The property owner of the tract of land located at 15980 Midway Road, known as Thomas Developments, 
has submitted development plans that include an extension of an existing Town of Addison water main. 
The end of the existing water main is currently located within property owned by the North Texas Tollway 
Authority (NTTA).  The extension of the water main is needed in order to supply domestic water, irrigation 
and fire service to the development. 
 
Because the NTTA owns the property in which the existing water main is currently located, it is necessary 
for the Town of Addison to acquire an easement for the water main extension prior to the developer 
constructing the water main extension.  Upon the completion of the water main extension, it will be 
dedicated to the Town of Addison by the developer. 
 
RECOMMENDATION: 
 
Staff recommends the council approve the Grant of Fifteen Foot (15’) Water Line Easement without 
Warranty subject to the approval of the City Manager and City Attorney. 



ITEM #R15 
 
 
 
 

There are no attachments for this Item. 
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